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POWER POLICY—DIXON-YATES CONTRACT 


THURSDAY, JULY 1, 1954 


Untrep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND Monopo.y, 
OF THE COMMITTEE ON THE JUDICIARY 
Washington, D. U. 

The subcommittee met, pursuant to call, at 10:30 a. m., in room 
424, Senate Office Building, Hon. William Langer, chairman, pre- 
siding. 

Present: Senators Langer, Hendrickson, Kilgore, and Kefauver. 

Also present: Representative Joe L. Evins; and Sidney Davis, sub- 
committee counsel. 

Also present: Joseph W. Ledy, legislative counsel, office of Senator 
Hendrickson; and Daniel James, Cahill, Gordon, Reindel & Ohl, 
Washington, D. C., representing Middle South Utilities, Inc. 

The Cuatrman. The subcommittee will come to order. Mr. Kil- 
gore will be here in a few minutes and possibly Senator Hendrickson 
will return. 

Mr. Davis, you issued some subpenas today, did you ? 

Mr. Davis. Senator, as I understand it, this is an executive session, 
however, and I think we ought to clear the room of all persons except 
the witnesses. 

Senator Keravuver. This is an executive session and you have cer- 
tain witnesses subpenaed 

Mr. Davis. Yes, sir. 

Senator Kerauver. As I understand, Mr. Chairman, there are per- 
sons who wish to represent their clients. 

Mr. James. Senator, there are really several different interests here. 
Middle South Utilities is one of the companies which is involved. The 
Southern Co. is another, and then I understand that Atlantic City 
Electric Co. has been brought into this and they are represented here. 
Those are the three interests. 

Mr. Davis. I should like to clarify what you mean by represented 
here. Senator, we have issued subpenas today for the appearance of 
three witnesses, Mr. Lucius Burch, Mr. Walter Von Tresckow, and 
Mr. David Sloan. We have also issued subpenas duces tecum which 
are not returnable until next Wednesday to the city groups mentioned 
by Mr. James, but their personal appearance has not been requested 
for today. 

Senator Kerauver. Mr. James, whom do you represent ? 

Mr. James. I represent Middle South Utilities. 
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STATEMENT OF JOHN LLOYD, JR., REPRESENTING ATLANTIC CITY 
ELECTRIC CO. 


Mr. Lioyp. Senator, my name is John Lloyd, Jr., and I represent 
Atlantic ¢ Cy electric Co. May | Say that Mr. England received a 
s tecum returnable yesterday, which brought us here 
1] we remained through todav because of our understand- 
o that t natter was to go forward today. 

Mr. Davis. Mr Lloyd, I had a telephone conversation with Mr. 
Caven, the vice president of your company, on Monday and told him 


f he would submit an affidavit in response to the subpena no 
nce would be requested here, and he did submit such an affi- 
nd he was put on notice that there was no reason for anyone 

) ir here vesterd 


Mr. Luoyp. The subpena, however, ran to Mr. England, who is up 


° ’ 7 1 ] > 

1] rth New York State, and when he was appraised that a 
sub} 1 had been issued directed to him ealline for his appearance 
\ day he felt that he ould come, and he did come 


Mr. Davis. He was instructed 

Mr. Luoyp. You mean Mr. Caven ? 

Mr. Day . Mr. Caven was speak o to me as the re presentative of 
Mr. England, and wrote me a covering letter confirming our telephone 
conversation. He was instructed by me to the effect that no one’s 
presence was requested here yesterday. 

Mr. Luoyp. We did not understand that Mr. England’s presence 

not req ired: and if Mr. Caven understood that. there was a 


! und tanding somewhere along the line. 
Mr. Davis. He wrote me to that effect. 


The CratmeMan. Yousay vou havea letter to that effect ? 


Mr. Luoyp. To what effect ? 

Mr. Davis. A letter in response to my subpena duces tecum, that 
there was no information along the lines requested in the subpena in 
their files, and I instructed him subsequently that, inasmuch as that 
was the case, if he would submit an affidavit to that effect, no one’s 
presence was requested, and we would accept that in complhance with 
the subpena. 

Senator Krrauver. Mr. Chairman, ordinarily when you have an 
executive session you have the witnesses and you sometimes call them 
in one by one or you let all the witnesses stay in together. That is 
ordinarily the way I understand that you run an executive session; 
but if these gentlemen could designate if they want to have some 
lawyer listen in, I think that that might be all right, or we could 
let them have a copy of what is said immediately after the hearing 
is over, providing they keep it confidential. 

Mr. Davis. That is all right with me, sir, to have one lawyer desig- 
nated to represent. 

Mr. James. Mr. Chairman, Senator Langer, I wonder if I could 
briefly respond to that. I will say frankly why we are concerned 
about this. We understand that some of the testimony may be deroga- 
tory to some of the gentlemen who are here or to the companies of 
which they are officers. There is a press report, an item in one of the 
Memphis papers, which states that, although this session will start as 
an executive session, the press may be admitted later in the day, and 
the press purports to quote counsel for the committee to that effect. 
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If there is to be any publicity release in connection with this, we want 
our side of the story on the record at the same time. It is a brief 
story, and we are confident there is nothing to it, but we do not want 
an accusation that we have to chase through the headlines where you 
never catch up with it. That is the whole issue on our presence here. 
[f we can have assurance that there will be no press releases until we 
have h: . our day in court, we have no objection. 

The CuHarrMan. That certainly seems fair to the chairman. 

Mr. Sgn May I say in response to what Mr. James has said that 
he mentioned this to me shortly before the hearing was opened and 
I said that, as a matter of fact, under the rules of the Senate we could 
not hold an executive session with any of the press present, and I said 


that I had made no such statement. I do. not think that would be a 
ba f« Ropening &b ep utive session of this committee. 

Mr. James. I am only tellin o what was in the Me a paper and 
am not accusing Mr. Davis of anything. It is a matter of concern 


to us, of course 

Senator Krravuver R. Mr. Chairman, why would not this be a fair 
solution: We have three witnesses subpenaed. We could try to hear 
them this mor ing with no press release about what the Vv testify, and 
if there is anything derogatory, then any of the witnesses who have 
been talked about will be let come in this afternoon, and if there is 
any release it can all be released together 

The CHarrMan. I think so. 

Mr. Lepy. May we have one representative present, sir, from each 
of the respective companies involved ? 

Senator Kerauver. Is there anyone who could be a listening post 
for all the companies involved ? 

Mr. James. I do not see why the men who may be the subject of 
testimony, sir, since there are only three of them, could not be here 
and hear what is being said about them. 

Mr. Davis. This is an executive session, and I do not know how you 
will know what the subject will be. It was never contemplated, sir, 
that the press would be here, and, indeed, as I recollect it, Mr. James 
spoke to me yesterday before any such story appeared in the Memphis 
papers asking for permission for his group to be present. 

Mr. James. I will accept your suggestion, Senator, and have one 
person present. 

Senator Keravuver. Then I think that Mr. Yates and others might 
be available where we could reach them so that they could come in and 
testify in case anyt hing is about to be released to the press. 


STATEMENT OF EUGENE YATES, SOUTHERN CO. 


Mr. Yates. I got a subpena in Georgia and came up here and then 
I was told I did not have to testify. I did not like it very much, 
because it took me away from my business. Now I have to go bac kx 
and I have my work to take care of, and I just do not like to sit around 
here. Iam disappointed that we, having been subpenaed, are not per- 
mitted to sit here today. Ido not think it is fair. 

Mr. Davis. Mr. Yates, the clerk of the committee informs me that 
subpenas were sent out late last week followed by a telegram on 
Monday instructing you and other recipients to the effect that your 
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personal appearance was not required here, simply the documents 
called for in the subpena. 

Senator Kerauver. Was that the case, Mr. Yates? 

Mr. Yates. I got a telegram Tuesday afternoon. I got here Mon- 
day night, came up from Atlanta, flew up and came in here and came 
down here Tuesday morning. Then I got the telegram. 

Senator Kerauver. Mr. Chairman, I suggest we call the first wit- 
ness. 

Mr. Davis. I think we ought to clear the room, then, Mr. Chairman, 
of all except the witnesses and the representative. 


STATEMENT OF CARL H. McCLURE III, REPRESENTING DAVID B. 
SLOAN, PRESDENT, GIBBS & HILL 


Mr. McCuure. Mr. Chairman, my name is Carl H. McClure III, 
of New York, and I nen Mr. David B. Sloan, president of Gibbs 
& Hill. Mr. Sloan has been subpenaed. The records which were 
similary subpenaed have already been presented to Mr. Sidney Davis. 
Mr. John Sax, vice president and chief engineer of Gibbs & Hill, is 
also present, as is Mr. Edward Champion, the vice president of Gibbs 
& Hill. Mr. Sax and Mr. Champion are, I believe, the only other 
representatives and officers of Gibbs & Hill who are familiar with the 
matter which will be under discussion. With the permission of the 
committee, I would suggest that it might be desirable for them to stay 
here. As I understand it, Mr. Davis may wish to inquire and call for 
testimony. 

Mr. Davis. That is perfectly agreeable with me, sir. It would be 
helpful if Mr. Champion and Mr. Sax would stay with Mr. Sloan. 

Mr. McCuure. Mr. Sax is here and Mr. Champion. 

Mr. Davis. I should like to make a brief opening statement, Sena- 
tor, in regard to these hearings. 

Mr. Chairman, these hearings have been called to consider questions 
which have arisen out of the recent action of the Atomic Energy Com- 
mission acting on the directive of the President with regard to enter- 
ing into contractual relationships with a group of utilities, the Middle 
South Utilities and the Southern Corp., in order to construct an elec- 
tric power-generating plant in the area of West Memphis, Ark. 

In his 1955 budget message, the President pointed out that arrange- 
ments were being made to provide for an estimated additional power- 
load in the TVA area by reducing the existing commitments of TVA 
to the Atomic Energy Commission by approximately 500,000 to 600,- 
000 kilowatts, thereby eliminating the need for further appropria- 
tions to advance the existing system generating units. On December 
24, 1953, Mr. Hughes, the Director of the Bureau of the Budget, re- 
nies the Atomic Energy Commission to see if it could work out 
with private utility interests a proposal for a supply of 500,000 to 
600,000 kilowatts of power so that the Atomic Energy Commission 
could reduce existing commitments of TVA to the Atomic Energy 
Commission by that amount. 

First the AEC explored the possibility with various private utili- 
ties of building a plant in the Paducah area. It then decided for 
various reasons that the plant should be co onstructed in the Memphis 
area. The TVA was proposing a site at Fulton where power was 
badly needed, it stated. The Atomic Energy Commission talked with 
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private utilities surrounding the western end of the TVA power area, 
and the discussions led to a definitive proposal by Mr. Dixon and Mr. 
Yates. The Dixon-Yates group made an initi: i) proposal and, after 

some negotiation, a second definitive and considerably less costly pro- 
posal was made on April 10, 1954, to furnish the Atomic Energy Com- 
mission with 600,000 kilowatts of firm power. On April 15 Admiral 
Strauss, the Chairman of the Atomic Energy Commission, wrote to 
Mr. Hughes, Director of the Budget, giving an analysis of the negoti- 
ations with the Dixon-Yates group. On April 16 Commissioners 
Zuckert and Smyth of the Atomic Energy Commission wrote to Mr. 
Hughes expressing as a personal opinion the following: (1) That 
this proposal would auvotve the Atomic Energy Chetbatitlon in mat- 
ters which were remote from its responsibility and that an addi- 
tional Federal agency would thereby be concerned in the power busi- 
ness; (2) that the Atomic Energy Commission would be contracting 
for power not 1 kilowatt of which would be used in connection with 
atomic energy production activities. The Atomic Energy Commis- 
sion would have a 25-year continuing responsibility of stewardship, 
they said, in matters irrelevant to the proper activities of the Atomic 
Energy Commission; and (3) the letter contended that this repre- 

sented a reversal of the philosophy of the community disposal legisla- 
tion recently sent to Congress in an attempt to eliminate responsi- 
bilities not essentially involved in the principal mission of the Atomic 
Energy Commission. 

Some time late in April a group of investment. bankers, attorneys, 
and financiers headed by Mr. Walter Von Tresckow, made a proposal 
to the Atomic Energy Commission with regard to a bid for the con- 
struction of the steam plant in West Memphis. This proposal was 
forwarded by the Atomic Energy Commission to the Bureau of the 
Budget with an indication by the Atomic Energy Commission that 
it preferred the Dixon-Yates proposals. The Bureau of the Budget 
analyzed the Von Tresckow proposals and apparently determined 
that the Dixon- Yates proposals were more desirable. 

On June 16, 1954, meanwhile, the Bureau of the Budget sent a letter 
to the Appropriations Committee of the Senate, the Independent 
Offices Subcommittee. 

The letter from Mr. Hughes, the Director of the Bureau of the 
Budget, addressed to Senator Saltonstall, stated the “annual reported 
costs as a whole under the proposal—that would be the Dixon- Yates 
proposal—are estimated to be greater than if the Government were 
to build additional steam-generating capacity at its own expense.” 

The letter went on to state that private companies must pay State 
and local taxes and have a higher cost than the Federal Government 
on its borrowings. 

Mr. Hughes went on to say that this was bad for the free-enterprise 
economy because, when a commercial-type operation does not pay 
taxes, it leaves a larger amount to be paid by other taxpayers and that 
this was bad for the free- enterprise system and contrary to the free- 
enterprise policies of this administration. Therefore, said Mr. 
Hughes, no appropriation for TVA construction of additional steam 

capacity would be necessary for the fiscal year of 1955. 

This, he said, does not imply a fundamental change in program of 
the TVA. Subsequently, on June 17, the Bureau of the Budget sent 
a letter to the Atomic Energy Commission directing it, on behalf of 
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the President, to enter into negotiations with the Dixon- Yates group, 
looking to the consummation of a definite contract. 

An June 17 and 18, Mr. Chairman, the Joint Committee on Atomic 
Energy held hearings mainly directed to the question of the wisdom 
and legality of these proposals for the construction of a steam plant. 
At those hearings a number of witnesses appeared and were heard. 
Some of the Commissioners of the Atomic Energy Commission 
appeared and testified, indicating that apparently there was a split 
in the Atomic Energy Commission itself as to the wisdom and/or 
legality of these proposals. 

Mr. Lucius Burch, an attorney from Memphis, also appeared and 
testified. Mr. Burch is the attorney for Mr. Walter Von Tresckow. 

Senator Krerauver. What day was that, Mr. Davis? 

Mr. Davis. That was on June 17 and 18, sir, and I believe Mr. 
Burch’s testimony spread over the 2 days, if I am correct. I believe 
liis testimony was interrupted. 

Mr. Burch testified to the effect that the engineering firm for the 
Van Tresckow group, Gibbs & Hill, withdrew in the middle of the 
attempt of the Von Tresckow group to enter a bid, and Mr. Burch 
stated that he believed that some pressure had been exerted of some 
sort on Gibbs & Hill in order to get them to withdraw. 

There were additional charges made at these hearings, Mr. Chair- 
man, by a number of the Senators and Repesentatives present. It was 
charged that the data sheet submitted by the Atomic Energy Commis- 
sion for these bids was a tailormade proposition on which but one 
concern could submit a definitive proposition. It was charged that 
only the public utility operating in that immediate area would have 
a backup suflicient to firm up 600,000 kilowatts of power, and it was 
further charged that the whole genesis of this deal was an attempt 
to find a way to prevent TVA from building additional generating 
capacity. 

Senator Kefauver sent a letter which was entered in the record of 
that hearing on June 17, 1954, to the Honorable W. Sterling Cole, 
chairman of the joint committee. His letter said, among other things, 
and I quote: 





These are not proposals for furnishing power directly to the Atomic Energy 
Commission. They are instead proposals for furnishing power to the TVA as a 
replacement for power which TVA furnished the Atomic Energy Commission. 
Therefore, these proposals present the danger of setting a precedent by which the 
private power forces will seek to enter the TVA picture by a side door or back 
door in the future. 

As a further point in his letter, Senator Kefauver said, and I quote: 

These contracts may by later interpretation or precedent have the effect of 
amending the TVA Act by a very circuitous route and without actual congres- 
sional intent to do so. 

Mr. Chairman, these charges are serious charges and the issues 
raised are grave issues. The joint committee hearings were concerned 
primarily with the wisdom and legality of the Dixon-Yates proposals 
and the Von Tresckow proposal. 

At those hearings statements were made to the effect that an 
attempt has been made to suppress competition. It was charged by 
Mr. Burch that the engineering firm of Gibbs & Hill had withdrawn 
during the negotiations in response to certain pressures. 
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This committee, entrusted with the responsibility of the antitrust 
and monopoly legislation, is, of course, concerned about these charges. 
The focus and interest of this committee is not so much on the wisdom 
and legality of the Dixon-Yates proposals but rather on, first, the 
charges of attempts to hinder competitive bidding and to suppress 
competition, and, secondly, the broader problem of the long-term 
effect on the power industry in terms of monopolistic tendencies of 
the policy of having the Atomic Energy Commission enter the field 
of power development by contracting with private utilities for the 
construction of electric powerplants to take over public powerloads. 

It should be pointed out, Mr. Chairman, that Congress has as yet 
not aflirmatively declared any policy on this. 

I should like to note at this point that the morning press reports 
that the Joint Atomic Energy Commission yesterday voted down a 
proposal by Congressman Holifield disapproving the Dixon- Yates 
proposal and the indication is that the Atomic Energy Commission 
will enter into a contract on that basis. 

At today’s hearings, Mr. Chairman, we have three witnesses who 
have been summoned to testify with regard to the unresolved charges 
of suppression of competition in the Von Tresckow bid. 

At future hearings we shall inquire into the other and broader 
issues which have been raised. 

Senator Krrauver. Mr. Chairman and Senator Kilgore, this is 
Congressman Evins, of Tennessee, who is interested in these hearings. 
He knows a great deal about this, and I would ask leave for him to 
sit with us. 

The CrarrmMan. We are glad to have you with us, Congressman. 

Mr. Davis. Mr. Chairman, I should like to call to the stand Mr. 
Burch as my first witness. 

Senator Keravver. Mr. Chairman, before Mr. Burch testifies, may 
I make a brief statement ? , 

The CHarrmMan. Yes. 

Senator Kerravuver. I think this is a very important matter. I 
think the question as to whether it is possible for any other company 
to meet the specification of the data sheet is a matter of importance 
to this subcommittee, because it has to do with whether there is going 
to be free competitive bidding, or whether that is possible. 

I should like the data sheet which was submitted by the Atomic 
Energy Commission to be made a part of this record. 

The Cuatrman. Is it so ordered. 

(Document not furnished in time to be printed. ) 

Senator Krravuver. Also the letter from the Acting Director of the 
Bureau of the Budget, Mr. Hughes. 

The CHarman. It is so ordered. 

(Document not furnished in time to be printed.) 

Senator Krrauver. And the letter I wrote to Congressman Sterling 
Cole, chairman of the joint committee. 

The CuarrMan. It is so ordered. 

(The document referred to is as follows:) 


JUNE 17, 1954. 
Hon. W. Stertine Core, 
Chairman, Joint Committee on Atomic Pnergy. 
House Office Building, Washington, D. C. 
Dear Mr. Cote: I appreciate the opportunity of commenting upon the pro- 
posals for a contract with private companies to furnish power to the Atomic 
Energy Commission. 
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My interest in this proposal is twofold: (1) As a Member of the Senate and 
as an American citizen, I am interested in the Atomic Energy Commission having 


an abundant and uninterrupted power supply at the lowest possible cost to the 


American taxpayers; and (2) as a Senator representing a State in the Tennessee 
Valley region, I am interested in the continued operation of the TVA at maximum 
ermciency 

The ABC has a long-term contract with TVA for furnishing power. ' do not 
tl that the General Manager, Maj. Gen. K. D. Nichols, or any member of 
the AEC would have any criticism whatsoever as to the operation of that con- 
tract. On the contrary they have been high in their praise. The impetus for 
securing private power did not come from any dissatisfaction with the TVA 
contract It results from a directive in this vear’s budget message to seek to 
obtain private sources a directive which in my opinion could result only in 

fictitious budget saving 


All the experience that the AEC has had with TVA and with private power 
shows that the power for this program can be obtained more cheaply, more effi- 
ciently, and more dependably from the TVA. This was clearly shown by the 
experiences of the AEC at Paducah 

It is my understanding that your committee has already received considerable 
testimony on the contract with Electrie Energy, Inc., for power at Paducah. 
This group of utilities was more than a year behind schedule in completing its 
steam plant while the TVA, right across the river, also furnishing power to the 
same installation, built its facilities ahead of schedule. The TVA construction 
costs were well within their original estimate of $147.50 per kilowatt-hour. 
Those at EEI rose from an original estimate of $126 per kilowatt-hour to $184 
per kilowatt-hour and in later expansions are estimated as high as $199 per 
kilowatt-hour. These are original costs to the Government. The annual cost 
of the power from the TVA plant will be $5 million a year Jess than the same 
amount of power annually would cost from the EEI plant. 

Since the development of atomic energy is a governmental function, it would 
seem to me quite clear that the Government should furnish its own power if it can 
do that more cheaply than it can purchase power. 

As far as the TVA is concerned, the proposed contracts raise this serious ques- 
tion in my mind. They are not proposals for furnishing power directly to the 
AEC. They are, instead, proposals for furnishing power to the TVA as a replace- 
ment for power which the TVA furnished to AEC. Therefore, these pro- 
posals present the danger of setting a precedent by which the private power forces 
will seek to enter the TVA picture by a side door or a back door in the future. 

I know that it will be your desire, since it is your direct responsibility, to see 
that power is available for the ABC. I hope that you will also explore the fact 
that these contracts may by later interpretation or precedent have the effect of 
amending the TVA Act by a very circuitous route, and without actual congres- 
sional intent to do so. 

If, after thorough consideration of the respective merits of the Government 
furnishing its own power from some other sources, you gentlemen come to the 
conclusion that it would be preferable for AEC to get the power from some 
other sources, then I would strongly urge that you state clearly in your language 
directing this course and the contract that the power is for AEC and is not in- 
tended by interpretation or as a future precedent to affect the future operations 
of TVA. 

From my own understanding of the two proposals, the one submitted by the 
Von Tresckow group would appear to me to be far preferable since the initial 
and annual cost to the Government according to my understanding would be 
lower and since in the final analysis the Government would receive title to and 
ownership of the plant. 

With kind regards. 

Sincerely, 
Estes KEFravuver. 

Senator Keravuver. In addition to the data sheet, I think it is of im- 
portance, as has been stated by Mr. Davis as to just what was the 
situation with reference to the withdrawal of the engineers in this case. 

Mr. Cuarrman. Mr. Burch, the witness who is about to testify, is a 
very eminent, capable, and highly respected member of the bar of 
Memphis, whom I consider one of Tennessee’s outstanding lawyers 
and of very high integrity. 





VEER A oe 


——- 





er 


wees 


BRED LENT 


| 





POWER POLICY—DIXON-YATES CONTRACT gy 


STATEMENT OF LUCIUS E. BURCH, JR., MEMPHIS, TENN. 


The Cuarrman. Will you be sworn ? 

Do you solemnly swear the testimony you are about to give in the 
pending matter shall be the truth, the whole truth, and nothing but 
the truth, so help you God ¢ 

Mr. Burcu. I do. 

The CHarrmMan. You may proceed, Mr. Davis. 

Mr. Davis. Will you state your name and address, for the record, 
Mr. Burch ¢ 

Mr. Burcu. Lucius E. Burch, Jr., 1006 Exchange Building, Mem- 
phis, Tenn. 

Mr. Davis. You are a lawyer, are you not, Mr. Burch? 

Mr. Burcu. Yes. 

Mr. Davis. Will you tell us something about your legal back- 
ground ¢ 

Mr. Burcn. Sir, I am the senior member of the firm of Burch, 
Porter & Johnson, district attorney for the Illinois Central system, 
division counsel for the Esso Standard Oil Co., engaged in general 

yractice in the State of Tennessee, and all sorts of administrative 
Rodies 

Mr. Davis. Mr. Burch, you represent Mr. Walter von Tresckow; 
do you not? 

Mr. Burcu. I do, sir. 

Mr. Davis. And you represent the syndicate or group which he got 
together in order to enter a bid on the construction of the plant of the 
Atomic E nergy Commission in the Memphis area ? 

Mr. Burcu. Yes, si 

Mr. Davis. Who satitien you, Mr. Burch ? 

Mr. Burcu. Sir, I was retained, I suppose, by the Vermont Gen- 
erating Station, Inc. Mr. Walter Von Tresckow contacted me first 
in New York. I was in New York and he was in my office in Memphis. 
He had come down there to see me. 

Later on he came back. He came back to Memphis and we had a 
further conversation about it, and on the 13th, I believe, April 13, I 
received a letter from Mr. Von Tresckow on the Vermont Generation 
Station, Inc., letterhead, signed by him as president: 

Dear Mr. Burcu: Since talking with you in your office yesterday, I have taken 
up with our directors the matter of the employment of your firm by our com- 
pany as counsel in the matter of presenting a proposal to Congress for the con- 
struction of the Fulton steam plant, or a plant of similar size in an alternate 
location. 

I have their approval to employ your firm for this purpose, and I am personally 
happy to be able to advise you to this effect. 

Cordially yours, 
WALTER VON TrescoKow, President. 

So I suppose you cay say that the employment was by the Vermont 
Generating Station, Inc., which is a corporation. 

Mr. Davis. May we a that for the record ? 

Mr. Burcn. Yes, si 

Mr. Davis. May we saul this exhibit 1, Mr. Chairman ? 

The Cuarrman. Yes; exhibit 1 will be admitted. 
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(Document referred to was m irked “Exhibit 1” for identification 
and is as follows :) 
Burcu ExuisitT 1 


2 RC IT RY RIA 


VERMONT GENERATING STATION, INGC., 
Charlotte, Vt., April 18, 1954. 


Mr. Lucius E, Burcu, Jr., 
Burch, Porter & Johnson, 
Memphis, Tenn, 

Dear Mr. Burcu: Since talking with you in your office yesterday, I have 
taken up with our directors the matter of the employment of your firm by our 
company as counsel in the matter of presenting a proposal to Congress for the 
construction of the Fulton steam plant, or a plant of similar size in an alternate 
location. 

I have their approval to employ your firm for this purpose, and I am personally 
happy to be able to advise you to this effect. 


Cordially yours, 
WALTER Von Tresckow, President. 

Mr. Davis. This letter is dated April 13, 1954, that we have marked 
“Exhibit 1.” 

Mr. Burch, I think it might be best if you told us in your own narra- 
tive fashion from here on exactly what steps you took to carry out 
this enterprise, for which purpose you were retained by Mr. Von 
Tresckow. 

Mr. Burcu. Well, sir, when Mr. Von Tresckow came to see me in 
Memphis, I did not know him from Adam, did not know anything ; 
about him, and I was naturally curious to know what his plan was and 
who was associated with him in it. 

He explained to me that he and a group of people who were special- 
ists in various fields of finance, particularly utility finance—— 

Mr. Davis. Will you keep } your voice up, ple ase, Mr. Burch? 

Mr. Burcn. Yes; had come to the conclusion that it was possible to 
finance utilities without resort to Government credit by working on 
the basis that when you’ve got a contract with the Government, you’ve 
got everything that is behind the Government bond, and that since 
it is practically a riskless proposition, that there is no need to have any 
sais capital because there is no risk. 

His p lan simply was to get a contract with the TVA for the pur- 
chase of this power over a 30-year period, and on the basis of that 
contract to finance and issue bonds. 

He assured me that he had the commitments for those bonds, and 
it later developed that he did and has. 

There would be no profit in it whatever. It would be exactly as if 
the Government had issued the bonds itself. 

[t seemed to me like a very extraordinary development in the field 
of utility financing, and it seemed to me to have merit. 

Nobody as yet has ever picked any holes in the plan that I heard of. 

I decided that the thing to do was to see what the acceptance to 
the plan would be before going forward with it. 

So I arranged for Mr. Von Tresckow to have lunch with an editor i 
of one of the Scripps-Howard papers, who had been one of the prin- 
cipal proponents of public power in that area. I thought that is 
where the resistance would come from. 

Contrary to my expectations, this gentleman said, “Why, this is 
the finest thing I have ever heard of. It will permit the TVA to 
expand as it needs to expand, but it will take TVA out of politics.” 

Senator Keravuver. That was Mr. Edward Lehman? 
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Mr. Burcu. Yes, sir. 

He reminded me that it was unfair to blame the Republicans for 
an assault on TVA and that some of the hardest battles TVA had 
were when we had Democratic Congresses and Democratic 
administrations, 

His idea was that the TVA was always in trouble and jeopardy 
because people from other sections of the country attacked it on the 
basis of socialism or paternalism, and that if the means were pro- 
vided for it to grow and expand without the use of public funds, 
that all the benefits of TVA could be maintained without making it 
exist in this debatable area. 

After that conversation, I thought Mr. Von Tresckow’s plan had 
merit and that it had acceptance, too. So I went back and entered 
into the arrangement with him that is covered by this letter. 

Now, Mr. Von Tresckow exhibited to me—— 

Mr. Davis. May I interrupt you, sir? 

Mr. Burcu. Yes. 

Mr. Davis. Did Mr. Von Tresckow reveal to you the names of the 
members of his group ? 

Mr. Burcu. He did, sir. 

Mr. Davis. Will you identify them ? 

Mr. Burcu. Some of those names were well known to me, some I 
knew nothing about whatever. 

He gave me the publication of the Vermont Generating Station, 
Inec., which I will make, with the permission of the chairman, an 
exhibit in its entirety, and it stated who was in it. 

The CuatrmMan. It will be so admitted. 

Mr. Davis. May we mark it “Exhibit 2”? 

The Cuarrman. Yes. 

(Document referred to was marked “Exhibit 2,” for identification, 
and is as follows:) 

Burcu EXnuisit 2 
VERMONT GENERATING STATION, INc., JANUARY 1954 


Prepared by Walter Von Tresckow, Financial and Economic Consultants, New 
York Cit) 


The purnose of this study is to determine if a steam generating 


station. which would decisively lower the cost of power, can be 
built in the State of Vermont and thereby gain a substantial advan- 
tage toward the further economic progress of the State. 


VERMONT GENERATING STATION, INC. 


The results of the study show that: 

1. In the State of Vermont, power can be generated 25 percent cheaper, from 
1957 to 1962. and thereafter 40 percent cheaper than power is now being pur- 
chased by the Central Vermout Public Service Corp. and the Green Mountain 
Power Corp. 

2 Power can be generated at a sufficiently low cost to assure an attractive rate 
for large industrial users 

3. This cheaper power will contribute materially to the industrial growth 
of the State and remove one of the principal objections of large users of power 
toward comiag to Vermont 

1. Compared with present power costs, a saving of about $45 million will 
result during the first 11 years of generation and a minimum of $200 million 
during the first 30 years of operation. 

5. Four million will be the approximate average annual saving during the 
first 11 years and an average minimum of $7 million per year during the 30- 
year period. 
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6. Approximately 77 percent of these savings will remain in the State of 
Vermont (About 23 percent will go to the Federal Government for taxes.) 

7. Of the savings, which will remain in the State of Vermont, 10 percent will 
go to the State through the generating tax, 46 percent will go to the consumer 
through lowered electric bills, 14 percent will go to the Central Vermont Public 
Service Corp in increased earnings, and 7 percent will go to Green Mountai 





Power Ci in increased earning 

8. Due to lowered electric bills, $24 million will be saved by consumers during 
the tirst 11 years and a minimum of $100 million during the first 30 years. 

9%. Vermont Generating Station, Inc., can build a generating station to obtain 
these benetits for the State of Vermont. 

10. Vermont Generating Station, Inec., will require no money from the State 
of Vermont, Central Vermont Public Service Corp., or Green Mountain Power 
Corp., for the construction of this generating station, nor will any guaranties or 
tax exemptions be required from the State 

ll. The generating station can be built and be in operation by January 1, 1987. 


HOW CAN THESE BENEFITS TO THE STATE OF VERMONT AND THE CONSUMERS OF POWER 
BE REALIZED? 


1. The main requirement is a friendly and purposeful cooperation between 
the two largest power companies in the State—Central Vermont Public Service 
Corp. and Green Mountain Power Corp 

2. A further requirement, toward carrying out the project, is the combined 
cooperation of Central Vermont Public Service Corp. and Green Mountain Corp. 
with the Vermont Generating Station, Inc., the corporation organized by the 
meinbers of the group who have made this study. 

3. A very helpful factor would be the organized support of the business and 
financial community, the legislative and executive branches of the State govern- 


ment, as well as the municipalities. 
WHO WILL CARRY OUT THE PROJECT, AND WHAT IS THEIR INTEREST? 


Vermont Generating Station, Inc., was organized to provide a corporate vehicle 
for making this study and for carrying out its conclusions. 

All of the persons and organizations named have contributed, at various times 
over a period of 2 years, their experience and judgment in order to make this 
study possible 

he stockholders of the corporation are: 

Mr. Harvey Weeks, New York City. Vice president (retired) of the Hanover 
Bank, New York City. Mr. Weeks was active in the life insurance business prior 
to his association with the Hanover Bank in 1929. He handled many of the 
bank’s relations with the insurance companies up to the time of his retirement 3 
years ago. 

Mr. G. Dewey Hynes, New York City. Vice president, Equitable Life Assur- 
ance Society of New York City. Prior to his association with the Equitable in 
1950, Mr. Hynes was vice president, treasurer, and director of the Berkshire Life 
Insurance Co. and vice president of the First National Bank of Montclair, N. J. 

Mr. Robert W. Larrow, Burlington, Vt. McNamara & Larrow, attorneys, Mr. 
Larrow is corporation counsel for the city of Burlington. He made a major 
contribution toward the successful outcome of the negotiations between the city 
of Burlington and the Green Mountain Power Corp. 

Mr. John Mitehell, New York City. Caldwell, Marshall, Trimble & Mitchell, 
bond counsel, Mr. Mitchell, is a leading authority in the type of securities which 
will be issued by Vermont Generating Station, Inc., and his firm is highly re- 
garded, nationally, as experts in bond legal proceedings. They prepared the 
bond resolution of the city of Burlington for their electric revenue bond financ- 
ing and supplied the opinion as to its legality. 

Mr. Robert B. Harkness, Boston, Mass. President, Dwinnell, Harkness & Hill, 
Inec., investment bankers. Mr. Harkness is considered, by many large buyers of 
securities, an authority on utility revenue bond financing. His firm handled the 
revenue bond financing of the city of Burlington for the construction of its 
generating station. 

Mr. Hollis Nichols, Boston, Mass. President, H. P. Nichols, Inc. Mr. Nichols 
is a trustee of Northeast Investors Trust, and he is a director and member of 
the executive committee of Guerin Mills, Inc. 

Mr. George Schwartz, Mr. Zelig Nathanson, New York City. Schwartz, 
Nathanson & Cohen, attorneys. This firm specializes in corporate finance, re- 
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organizations and Security and Exchange Commission matters. They have been 
advisers in corporate matters in connection with this project since the forma- 
tion of their firm. 

Mr. Walter Von Tresckow, New York City. Financial and economic consultant. 
Mr. Von Tresckow has been in the consuiting field since 1934 and has acted as 
president, treasurer, and director for financial and engineering companies. He 
acted as financial consultant for the city of Burlington in the construction of 
its generating station. He handled for the city the negotiations with the Green 
Mountain Power Corp. for the lease of the station, the purchase of power and 
the acquisition of Green Mountain’s distribution facilities in Burlington. 

The stockholders of Vermont Generating Station, Inc. expect to profit through 
sharing a small percentage of the savings which Vermont will receive because 
of their efforts. 

Gibbs & Hill, Inc., New York City, consulting engineers, designers, constructors. 
This firm provided the operating data upon which this study is based. Gibbs & 
Hill is one of the oldest large firms in this field, and it has an excellent reputa- 
tion. Founded in 1911, it began its work with the electrification of the Penn- 
Sylvania Railroad. In the last 15 years they have been very active in the design 
and construction of large central stations for public utilities, industrial plants, 
and public bodies in the United States and foreign countries. 

In Federal Power Commission and Securities and Exchange Commission mat- 
ters, the experience of a recognized utility expert has been utilized. 

General Electric Co. and Babcock & Wilcox have supplied operating charac- 
teristics in connection with equipment. 

The Bank of the Manhattan Co., New York City, has been consulted about 
construction financing and escrow functions. 


THE POWER SITUATION IN VERMONT 


About 75 percent of the power used by the ultimate consumer in Vermont is 
supplied directly or indirectly by two power companies—the Central Vermont 
Public Service Corp., of Rutland, and the Green Mountain Power Corp., of 
Montpelier and Burlington. (1) 

In 1952 these two companies (including the Public Electric Light Co., of 
St. Albans, which was acquired by Central Vermont in 1953) purchased and 
generated 659 million kilowatt-hours. The division of this volume is about 
two-thirds for Central Vermont Public Service Corp. and one-third for Green 
Mountain Power Corp. (2) 

Of the total 659 million kilowatt-hours, 270 million (or about 41 percent) 
was produced by hydroelectric installations owned by the 2 companies; 331 
million kilowatt-hours (or about 50 percent) was purchased from the New Eng- 
land Electric System, with headquarters in Boston; and 58 million kilowatt- 
hours (or about 9 percent) was generated by diesel or steam equipment owned 
by the companies, dump-power purchases, or interchange of power. (3) 

There are only a few, relatively small, hydro sites remaining to be developed 
in the State as compared with the future power needs of the State. At this 
time the cost of power from them probably would be higher than from a large 
steam-generating station like the proposed Vermont Generating Station, Inc. (4) 

Since about 1940 most of the increasing demand for power in the State of 
Vermont has been met by purchasing power at relatively high costs from New 
England Electric System. A small portion of the increasing demand has been 
met through the installation of comparatively small generating facilities whose 
production costs are also relatively high. (5) 

This pattern of high-cost power cannot be changed in the foreseeable future 
by either Central Vermont Public Service Corp. or Green Mountain Power Corp. 
by themselves. 

Today the cost of purchased power for both companies is about 13 mills per 
kilowatt-hour. As stated before, purchased power constitutes about 50 percent 
of the combined power requirements. (6) 

The cost of power from the existing fuel-burning equipment of small capacity 
is between 10 and 12 mills per kilowatt-hour. (7) 

The Vermont Generating Station, Inc., can provide the portion of power which 
will have to be purchased or generated by other than hydro installations at 
about 9 mills per kilowatt-hour from 1957 to 1962, and in 1963 at 8.67 mills, in 
1964 at 8.48 mills, in 1965 at 8.01 mills, in 1966 at 7.65 mills, and in 1967 at 
7.30 mills. 


52390—54—-pt. 12 
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These costs are 25 to 40 percent lower than present costs for the same power 
and much lower than any costs which could be obtained by either of the com- 


panies through the construction of generating facilities solely for their own use. 


THE TYPE OF GENERATING STATION TO BE BUILT AND ITS COST 


The study indicates that a 187,500-kilowatt, coal-burning, steam-generating 
station, equipped with three 62,500-kilowatt, guaranteed-capability, General Elec- 
tric turbine-generators, would be the most advantageous plant. 

The plant is to be operated primarily as a base load plant, and the hydro- 
facilities of Central Vermont Public Service Corp. and Green Mountain Power 
Corp. are to be used for peaking purposes. 

Existing fuel-burning, generating equipment of both companies is to be used 
for firming up the station. 

In order to arrive at these conclusions, studies were made of: 

1. Future load growth. 

2. The existing hydrogenerating capacity. 

3. The existing fuel-burning generating facilities. 

t. Performance characteristics and costs of various types of generators from 
i4,000-kilowatt to 75,000-kilowatt capacity. 





1. FUTURE LOAD GROWTH 


From 1946 to 1952, inclusive, the combined requirements of Central Vermont 
Public Service Corp., Pelco, and Green Mountain Power Corp. have grown from 
168 million kilowatt-hours to 659 million kilowatt-hours. (See charts No. 1 and 
No. 1—A and tabulation No. 1. 

The growth rate during the first 6 years (1946-51) was about 7 percent, and 
during the whole 7-year, postwar period, about 6 percent. The 1952 decline was 
due to a long strike in the stonecutting industry, a large consumer of power. 

The growth rate used to project future power requirements is about 6% per- 
cent. From 1953 to 1960, the figures used are slightly less than 61% percent and, 
during the last half of the period, from 1961 to 1967, the figures used are slightly 
in excess of the 614-percent rate. 

Based upon a 6%-percent growth rate, the power requirements in 1957 will 
be 935 million kilowatt-hours, and by 1967 they will rise to 1,753 million kilowatt- 
hours, 





MINIMUM GENERATION (COL. 1 BELOW) AND CONSERVATION ESTIMATE OF MAXIMUM 
GENERATION (COL, 2, BELOW) 


By deducting from the aforementioned total kilowatt-hour requirements the 
maximum amount of hydrogeneration—280 million kilowatt-hours—and eliminat- 
ing generation from all the existing, relatively high-cost generating equipment, 
the minimum amount of generation in the proposed generating station has been 
determined 

In order to arrive at the minimum figure of column 1, the assumption was made 
of a 61%4-percent rate of growth, no interruption in the maximum rate of hydro- 
generation, and no sales to anyone in Vermont, except Central Vermont Public 
Service Corp. aud the Green Mountain Power Corp. 

In order to arrive at the maximum figure of column 2, the assumption was 
made of a 7-percent rate of growth, a minimum of hydro production, and the sale 

f 50 million kilowatt-hours to others in Vermont. 








iM ) kilowatt-hours Millions of kilowatt-hours 
Y Year | - 
Col. 1 Col. 2 | Col. 1 | Col. 2 

in — 

10K7 605 | 800 || 1963 1, 062 | 1, 342 

Ing 67 R7K 1964 1,150 | 1, 449 

) 738 O57 196 1, 240 | 1, 560 

¥~0 811 1.043 1966 1, 360 1, 703 

1961 4 890 1, 136 1967 1, 487 1, 855 
2 974 1, 23 
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Based upon past performance, from 1946 to 1951, a 7-percent growth rate is 
more accurate than the 614-percent rate; preliminary figures for 1953 bear this 
out. Therefore, the 7-percent growth rate has been used in column 2. 

Past experience in actual hydro output show that there have been variations 
of almost 100 million kilowatt-hours from the peak. Any shortages in hydro- 
generation would have to be produced by Vermont Generating Station, Inc., and 
added to the possible demand from the two companies. This has been done in 
arriving at the figures in column 2. 

There are 28 other companies and municipalities in Vermont, outside of Cen- 
tral Vermont Public Service Corp. and Green Mountain Power Corp., in the 
electric business. All of these operations combined are conservatively estimated 
to be a market for 50 million kilowatt-hours per year by 1957. This 50 million 
kilowatt-hours, growing at the rate of 7 percent per year, has been included in 
the column 2 estimates. 

These estimates have been made in order to arrive at the upper limits of 
demand, which Vermont Generating Station, Inc., might have to meet, from all 
sources in Vermont and to determine if these demands can be met. 

Vermont Generating Station, Inc., as planned, can meet these, conservatively 
estimated, maximum demands. 

Is it conservative to use a 644-percent growth rate for a projection of minimum 
future power needs? 

We believe this rate to be very conservative because: 

1. The figures used in the projected power needs are based upon the require- 
ments of Central Vermont Public Service Corp. and Green Mountain Power 
Corp. only. It is estimated that there will be an additional market for at least 
50 million kilowatt-hours in 1957 from smaller, private and municipal, public 
utility operations and industrials now in the State. 

2. The national rate of growth in power requirements, since 1946, has been 
approximately 10 percent per year. The industry calculations are that it will 
be approximately 7 percent per year during the next decade. 

With the advent of this generating station and the decisively lower costs it 
will bring about, it can be expected that the rate of growth in Vermont will 
exceed the national average. 

The effect of low-cost energy upon power consumption of the residential user 
is best illustrated by the experience in the TVA area and in the Northwest, 
where cheap power is available. Consumption in these areas is between 4,000 
and 6,000 kilowatt-hours per residential user, as against a national average of a 
little more than 2,000 kilowatt-hours per consumer, which is approximately the 
average in Vermont for the domestic consumer. (8) 

3. Vermont is considered, by the Defense Plant Administration, to be one of 
the industrially underdeveloped sections of the country. One of the specific 
reasons given for not locating more defense plants in Vermont is the power 
situation. The renewed pressure of the Defense Department for the dispersal 
of industry, due to the Russian development of the H-bomb, should greatly stimu- 
late the industrial development of the State, especially when there is assurance 
of the availability of adequate supplies of low-cost power. 

1. The decreasing availability of water is one of the limitations to industrial 

development in many parts of the country. The industrial water resources in 
Vermont are very substantial and, combined with adequate supplies of low-cost 
power, should prove to be a great attraction for the location of industry in the 
State. (9) 
5. The already existing advantages of Vermont are bound to have more force 
in attracting industry and increasing the demand for power once the main 
hindrance to industrial development is removed. The climate is excellent; 
taxation is reasonable, compared with other areas; educational facilities are 
more than ordinarily good; health and hospital facilities are excellent; the 
labor force is skilled and adequate; and good living conditions exist in beautiful 
surroundings. 

From the foregoing, it would seem that the 614-percent growth rate per year 
is the minimum to be expected in the State of Vermont and that the 614-percent 
growth rate is a conservative yardstick, when it is used in estimating the 
generating capacity required in the future. 
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This possible additional demand in any 1 year has been taken into considera- 
tion in the design of the facilities of Vermont Generating Station, Inc. (12) 

The large hydraulic generating facilities in the State are along the Connecticut 
River on the eastern border of the State. (The Connecticut River is the boundary 
between Vermont and New Hampshire.) These facilities are owned, operated, 
and being further developed by the New England Power Co., which is a subsidiary 
of the New England Electric System, located in Boston, Mass. These hydro 
installations now provide 50 percent of the power used in Vermont. The pur- 
chase rate for this power, firmed up by steam generation, is about 18 mills per 
kilowatt-hour. (13) 

The St. Lawrence power development is a potential source of cheap power 
for the State of Vermont. It is estimated, by competent authorities in the State, 
that Vermont might get between 25,000 and 50,000 kilowats from this source. 
Today, the estimates are nearer 25,000 kilowatts. It is thought this power might 
be available sometime between 1959 and 1963. (14) 

The choice of generating equipment in the proposed facilities of Vermont 
Generating Station, Inc., is made to take full advantage of the possible avail- 
ability of this power early in the 1960's. 

It is contemplated that the hydro facilities of both companies will be used for 
peaking purposes and that the facilities of Vermont Generating Station, Inc., 
will be, primarily, a base-load plant. This type of operation produces the high- 
est plant factor and the lowest overall power cost for the generation from both 
hydro and steam sources. 


AN EXPLANATION OF “PEAKING PURPOSES,” “BASE LOAD,” AND “PLANT FACTOR” 


A characteristic of the demand for power from homes, stores, factories, and 
other users is that there are quite distinct, and fairly regular, daily, weekly, 
and annual periods of peak demand. The daily peak demand is usually late 
in the afternoon, or early evening, when the lights go on. The weekly high is 
usually on Friday, the big shopping day. The high point for the year is usually 
in the first half of December, when the shortest daylight hours coincide with 
Christmas illumination and big retail business. 

Electric current cannot be manufactured and stored on a shelf, or in an 
icebox, like most things we use, especially in the quantities that are needed for 
a city or State. It has to be produced as it is needed. Therefore, the capacity 
to produce current has to be great enough to be able to meet the Christmas 
demand, even though this means the equipment will be relatively idle during 
many hours of the year. 

Due to these wide fluctuations in the use of power during the day, and from 
week to week, all of the generating facilities in the United States are only used, 
on the average, a little in excess of 50 percent of their capability. (15) 

Another way of saying the same thing is that the plant factor for the United 
States is a little more than 50 percent. At the same time, the extra capacity 
that does exist is very little more than is required to meet the high point of 
demand during the Christmas season. 

The plant factor is the percentage of use made of the generating facilities 
in relation to their total capability. The higher the plant factor the lower the 
cost of production per kilowatt-hour. 

In coal, fuel, oil, or natural gas-burning plants, the lowest operating costs 
can only be achieved by continuous operation at a rate as near as possible to 
their full capacity. Intermittent operation, or a low plant factor, greatly in- 
creases the cost of power from steam plants. 

In hydro installations, on the other hand, intermittent operation is nowhere 
near as costly. Relatively few employees are required to operate them. Some 
of the most modern stations are operated automatically from a central point 
many miles away and without attendants. It is simple to shut down a hydraulic 
generating station in comparison with a fuel-burning, stream generating station. 
All that has to be done is to shut off the stream of water passing through the 
water wheels and save it for later use by keeping it behind the dam. In most 
instances, the unused water is not wasted. 

By combining the use of the two sources of power in such a way that the 
hydro capacity, wherever possible, is used during the period of peak demand, 
it is possible to have a smaller steam generating station and operate it at a much 
higher plant factor for the remaining base load. 

The combined operation produces a lower cost for the total power generated 
from both sources. 
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8. EXISTING FUEI-BURNING GENERATORS FACILITIES 


Central Vermont Public Service Corp. and Green Mountain Power Corp. now 
have, or soon will have, in operation a total of 9 fuel-burning generating stations 
of 60,880 kilowatt capability 

These stations are divided as follows: 7 small diesel and steam plants, totaling 
18,800 kilowatts, 1 plant containing three 5,000-kilowatt General Electric gas 
turbines, and one 27,000-kilowatt steam generating station, which has three 
7,500/10,000-kilowatt General Electric tubogenerators. (16) 

Central Vermont Public Service Corp. owns the gas turbines, and Green 
Mountain Power Corp. has leased the 27,000 kilowatt steam generating station, 
owned by the city of Burlington, until the end of 1961. (17) 

The Central Vermont Public Service Corp. gas turbines, as well as the Bur- 
lington steam station, are modern. Both units, however, are comparatively 
small, thus having higher generating costs than a large installation, such as 
Vermont Generating Station, Inc., will have. 

It is estimated that the cost of generating power for the Central Vermont 
Public Service Corp. gas turbines and the Burlington generating station is 
between 10 and 12 mills per kilowatt-hour. Despite their relatively high pro- 
duction costs, these units will have a decided influence upon lower power costs in 
the State of Vermont. These units, in combination with the other fuel-burning 
equipment, will firm up the power from Vermont Generating Station, Inc. 


WHAT I8 FIRM POWER? 


For example, when three turbogenerators are required to meet the peak de- 
mand, the generating station must have a fourth generator. This fourth genera- 
tor has to be able to replace the largest 1 of the other 3 generators should 1 of 
them break down; otherwise the power produced by the generating station is not 
firm. Firm power means power available at all times. Firm power means that 
reserve equipment is available in case of breakdown. 

In the facilities of Vermont Generating Station, Inc., the fourth generator— 
the reserve in case of breakdown—will not be required in order to provide the 
State with firm power. The already existing fuel-burning equipment, especially 
the gas turbines, owned by Central Vermont Public Service Corp. and the Bur- 
lington steam generating station, can serve for that purpose. 

The saving will be between $10 and $12 million in the original cost of the 
Vermont Generating Station, Inc., facilities. Also, power will be generated at a 
substantially lower cost in the larger generating station. 

The pooling of the existing equipment for reserve purposes is one of the big 
reasons why lower power costs can become effective in Vermont by 1957. 


4. THE PERFORMANCE CHARACTERISTICS OF VARIOUS TYPES OF GENERATORS 


The study indicates that a 187,500 kilowatt, coal-burning, steam-generating 
station, equipped with three 62,500-kilowatt, guaranteed capability, General Elec- 
tric turbine generators, would be the most advantageous plant for the projected 
demand, which would be supplied by Vermont Generating Station, Inc. 

In order to arrive at this conclusion, four different types of generators were 
investigated : 44,000 kilowatt guaranteed capability, 50,000 kilowatt guaranteed 
‘apability, 62,500 kilowatt guaranteed capability, 75,000 kilowatt guaranteed 
‘apability. (See tabulation No. 2, prepared by Gibbs & Hill, Inc.) 
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TABULATION No. 2.—Approrimate cost, Vermont Generating Station, Inc. 





Number of units 3 3 3 2 
Nominal rating Inegaw att 40 40 50 60 
Guaranteed capability do 44 50 62.5 75 
Total installed capacity do 132 150 187.5 150 
Approximate unit cost per kilowatt $188. 60 $183. 00 $176. 50 $162. 80 
Approximate total cost $25, 000, 000 $27, 400, 000 $33, 200, 000 $24, 500, 000 
Probable appropriation $26, 800, 000 $29, 500, 000 $35,700,000 | $26, 300,000 
Coa! stored $630, 000 $625, 000 $603, 000 $590, 000 
Spare parts and materials 60, 000 65, 000 80, 000 100, 000 
1-month payroll . 20, 000 20), 000 20, 000 20, 000 
Approximate working capital 710, 000 710, 000 703, 000 710, 000 
Pressure pounds per square inch gage 1, 250 1, 250 1. 450 1, 450 
Temperature degrees Fahrenheit 950 950 1000/1000 1000/1000 
Net heat rate 
Full load B. t. u.’s per kilowatt-hour 11, 000 10, 850 9, 800 9, 700 
60 percent do 11, 200 11,150 10. 050 9. 950 
50 percent. do 11, 350 11, 300 10, 650 10, 550 
Net output 
1957 millions kilowatt-hours 608 605 605 605 
1967 do 1, 487 1, 487 1, 487 1, 487 
Heat consumed: 
1957 billions British thermal unit 6, 800 6, 850 6, 500 6, 400 
1967 do 16, 500 16, 300 14, 700 14, 800 
1957 
Fuel cost, 37 cents $2, 520, 000 $2. 530, 000 $2. 405, 000 $2. 370, 000 
Labor and superintendence 232, 000 232, 000 232. 000 168, 000 
Lubricants and supplies 40, 000 45, 000 50, 000 45, 000 
Maintenance 350, 000 360, 006 350, 000 343. 000 
Operating cost 3, 142, 000 $s, 167, 000 3, 037, 000 2, 926, 000 
Unit cost mills per kilowatt-hour 5.19 5. 24 5. 02 4.84 
1967 
Fuel cost $6, 100, 000 $6, 040, 000 $5, 439, 000 $5, 470, 000 
Labor and superintendence 376, 000 328, 000 220, 000 280, 000 
Lubricants and supplies 82, 000 75, 000 65, 000 10, 000 
Maintenance “ 665, 000 660, 000 655, 000 630, 000 
Operating cost 7, 223, 000 j 3, 000 6, 439, 000 6. 470. 000 
Unit cost mills per kilowatt-hour 4. 85 1.78 4.33 4. 35 


TABULATION No. 3.—Vermont Generating Station, Inc., cost (in mills) per kilo- 
watt-hour with 4 types of generators 


Yea 

44 mega 50 1 i 62.5 mega 75 0 4 

watts vatt watts watts 
1957 9. 68 0. 07 10. 74 9. 26 
1958 9. 20 1 58 10.19 8. 65 
1959 8. 76 15 9. 67 8.16 
1960 9. 41 8. 71 9. 12 7.72 
1961 8, OR ), 25 8. 57 9.00 
1962 g 59 x a & OR &. 49 
1963 8. 88 8. 41 7.70 7.97 
1964 &. 58 8. 04 8. 48 7.64 
1965 8. 26 8. 53 8. O1 7.30 
1966 8. 46 8.13 7. 65 7.97 
1967 8. 06 7.75 7. 30 7. 52 


Note.—The above costs include the $4-mill Vermont generating tax 
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Cost and number of units needed to meet the demand for current from 1957 to 1967 





ot ( ‘ n 
Number of units ae lio 
millions 
Megawatts ! 

19. 1967 1957 1967 
44 3 $9 $52 $205 
"| § 4s 200 
4 4 192 

nt 
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Number of units in 1957 

For the initial installation in 1957, 3 units would be required in each instance, 
except in the case of 75-megawatt generators; 2 of these units could supply the 
demand 

The capacity of the presently existing fuel-burning equipment of both com- 
panies is approximately 60 megawatts. This is 15 megawatts less than is re- 
quired to firm up one 75-megawatt generator. The use of 75-megawatt gen- 
erators would require arrangements with a power company outside the State 


for 15-megawatt additional reserve power. 
Number of units to be added from 1957 to 1967 


Three additional 44-megawatt units would have to be installed and ready to 
operate in 1960, 1963, and 1966, respectively. 

In this instance, more than half of the 11 years would be spent in construc- 
tion, because it is necessary to allow at least 2 years for the engineering, manu- 
facure of components, building, and installation. 

Two additional 50-megawatt units would have to be installed and ready to 
operate in 1961 and 1965, respectively. 

Two additional 75-megawatt units would have to be installed and ready to 
operate in 1961 and 1966, respectively. 

One additional 62.5-megawatt unit would have to be installed and ready to 
operate in 1964. 

The added advantage of using 62.5-megawatt units would be that the decision 
to add a unit will nof have to be made until sometime in 1961. At that time 
the actual amount, cost and availability of St. Lawrence power will have been 
determined. Plans for additions can be made most advantageously when these 
facts are available. 


rOTAL COST OF INSTALLATION AND COST PER KILOWATT-HOUR 


In 1957, in terms of quantity of money invested, the difference between the 
high and low figure is $10 million, or more than 30 percent. The 62.5-megawatt 
installation would cost the most—$36 million—and the 75-megawatt installation 
would cost the least—$26 million 

By 1967, the difference between the high and low figures is only $4 million, 
or about 10 percent. The 62.5-megawatt installation would cost $47 million 
and the 75-mezawatt equipment would cost $51 million. 

The real difference would be in the installed cost per kilowatt, which is 
less with each increase in the size of the generator, varying between $205 per 
kilowatt with 44-megawatt units and $175 per kilowatt with 75-megawatt units. 

The lower the installed cost per kilowatt, the lower will be the interest and 
amortization costs per kilowatt-hour of electricity generated. The same applies 
to taxes and depreciation charges. 





Operating costs (in mills) per kilowatt-hour, 1957-67 


Megawatts: | 
44 5.19 4. 85 
50 wee ‘ dé i eid ° | ». 24 4.78 
a ; y , 02 | 4.33 
Wess oc ‘ gabe [ | 4.84 | 4.35 








24 POWER POLICY—DIXON-YATES CONTRACT 


This is largely a measure of the efficiency of the various units in converting 
B. t. u.’s of coal into kilowatt-hours of electricity that is inherent in the equip- 
ment and under the load conditions which will exist in Vermont. 

On that basis of comparison, the 62.5-megawatt units rank second in 1957 and 
first in 1967. It could be pointed out, however, that the maximum load conditions 
for the 72.5-megawatt units exist in 1967 and an additional unit would be 
required in 1968. 

Maximum-load conditions for the 75-megawatt units will not occur until 1969 
and 1970. Operating costs in those years will be lower than for the 62.5-mega- 
watt units. 


Total production costs (in mills) per kilowatt-hour, inclusive of Vermont 
generating tax (1957-67) 





1957 1967 
a sine - | _—— 
Megawa | 
44 1. 68 | 8. 06 
5 10. 07 7. 75 
- 10.74 7.30 
7 | ), 26 | 7.52 
| 


This includes all operating, financial, management costs, and taxes. The 62.5 
niegawatt unit station has the highest cost per kilowatt-hour in 1957 and the 
lowest cost in 1967 

The high cost per kilowatt-hour in 1957 is due mainly to the larger initial 
investment in a station equipped with these units. 

The usual aim is to build as large a station as is practical under a given set 
of operating and financial conditions, because that results in the lowest produc 
tion costs which are attainable over a period of time. 

In 1957 the installed capacity, using the various types of units, would be: 


Megawatts Kilowatte 
44 ‘ ; 132, 000 
ho a a a - ; - me: 150, 000 
62.5 : s 187, 500 
75 ‘ ea ciara os ‘i : 150, 000 


BASIC FACTORS IN DETERMINING CHOICE OF GENERATING STATION EQUIPMENT 


The basie factors used in arriving at the choice of generating-station equip- 
ment were 

A. A fuel cost of 37 cents per million B. t. u. This is coal at about $10 per 
ton This fuel cost is high in comparison with other sections of the country, 
but it is about the same as in most other points in New England.) 

B. The possible availability of 25,000 to 50,000 kilowatts from the St. Lawrence 
power development between 1959 and 1968. 

©. The amount of reserve capacity available in the existing fuel burning 
equipment of Central Vermont Public Service Corp. and Green Mountain Power 
Corp 6O.800 kilowatts. 

D. The minimun amount of hydropower which may be available for peaking 
purposes. 


A. Fuel costs 


because of its location in relation to sources of coal, oil, and gas. The study 
shows that coal, delivered by rail, is by far the cheapest fuel available in Ver- 
mont. It appears possible that coal can be obtained for as low as 34 cents per 
million b. t. u., but the higher figure, of 37 cents per million B. t. u., which is coal 
at about $10 per ton, has been used in the cost calculations. 

Vermont, however, is not at a special disadvantage in the cost of fuel with 
the rest of New England, because approximately the same figures apply to most 
of the area 

When fuel costs are high, any design features, which bring about the most 
efficient use of the fuel, become important and profitable. One of these develop- 
ments in the reheating of steam and using it over again. The use of a reheating 
cycle is estimated to save about 5 percent in fuel consumption. 


Vermont is, and probably always will be, a relatively high fuel-cost areé¢ 
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The smallest turbine-generators having this feature are the 62,500 kilowatt 
and the 75,000 kilowatt units. This was one of the reasons for choosing the 
62.500 kilowatt-generators—economy of operations. 

B. The probable availability of St. Lawrence power 

St. Lawrence power will become available, according to the present plans of 
the New York State Power Authority, some time between 1958 and 1962. 

The 62.5 megawatt installation would not only permit the longest period 
between the initial installation and the addition of more capacity, but it would 
also provide the only setup that would give the longest interval for determining 
the amount of power and the time at which it may become available from the 
St. Lawrence River; thus permitting the possibility of delaying additions until 
after 1964. This is another advantage of the 62.5 megawatt turbine-generators. 


C. Existing fuel burning generating capacity in re use of 62.5-megawatt and 
75-megawatt units 

The production costs per kilowatt-hour are lowest with the use of 75-mega- 
watt generators. The existing fuel burning facilities of Central Vermont 
Publie Service Corp. and Green Mountain Power Corp., which total 60.8 mega- 
watts capacity, are insufficient to “firm up,” or take the place of, one of the 
75-megawatt generators if it should break down. They are, however, adequate 
to firm up a 62.5-megawatt generator. 

In general, the large units will have a lower unit cost per kilowatt, lower 
manpower cost, and slightly higher efficiency; hence, the largest unit, which 
the system can pick up on momentary outage, will provide firm power at the 
lowest cost. 

The initial cost of a 187,500-kilowatt station using 62.5-megawatt generators 
will be between seven and ten million dollars higher than any of the 3 other 
installations. In the first 4 years, its production cost per kilowatt-hour will be 
the highest of all of the installation, due mostly to its greater initial construction 
cost ; however, by the fifth year, it will produce at the lowest cost. 

Over the 11-year period, the aggregate investment in a station of 62.5-mega- 
watt units is no greater than that of a generating station equipped with the 
smaller, less efficient units, and its efficiency quickly produces the lowest cost 
results that are consistent with a plant that can deliver firm power at all 
times. 

The total production costs of a plant equipped with 75-megawatt generators 
would be lower over a period of time, but the power would not be entirely firm 
during the first 5 years. 


D, The amount of hydropower available for peaking purposes 

The existing hydro capacity of Central Vermont Public Service Corp. and 
Green Mountain Power Corp. is 61,417 kilowatts. However, not all of this 
capacity is available for peaking purposes. 

There are two types of hydro: “Run of the river” and “water storage.” 
“Run of the river’ hydro produces electricity only when there is a flow of 
water in the river. It must be generated and used when the river is flowing, 
and its generating and use cannot be regulated to fit in with the daily, weekly, 
or annual peaks. 

The major portion of the two companies’ existing hydro facilities have 
storage dams connected with them, which makes them available for peaking 
purposes. 

St. Lawrence power probably will be available at some time from 1959 to 
1963. As contemplated today, it will be a “run of the river” installation. Its 
peak output will be in June, and its low output will be during the peak demand 
months in the winter—December, January, and February. (18) How, and if, 
this power can be used will have to be determined when all the conditions con- 
nected with its generation are known, which will not be the case for 2 or 3 
years. 

Lower than estimated costs can be expected because : 

1. The figure of $36 million for the cost of construction has been deliberately 
increased by 10 percent over a conservative estimate. 

2. The cost of money has been taken at the highest point of interest rates 
during the last year. As of today, the cost of money would probably be con- 
siderably lower. It can be stated safely that the 4.75-percent interest rate can 
be reduced. 

3. The 37-cent rate per million B. t. u. is high for fuel cost. 
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4. In the heat rate, no allowance had been made for the very low temperatures 
of the condenser water from Lake Champlain. These low temperatures will 
lower operating costs 

Due to the above stated factors, we believe that the actual production cost 
of power could well be between 5 and 10 percent less than the estimates. 


Plant factor for a 187,500-kilowatt installation made up of 3 62,500-kilowatt 


generators 


Percent Percent 
1957 oath 36. 8 | 1963 | ia ian BAGS lilacs ah a 64. 6 
1958 + 10. 7 | 1964 c wnistctacaia slkcnlaaacae, ee 
1959 : : 44.9] 1965 Apel he ee 56. 6 
1960 we css I Oa rs Si bar 62.1 
1961 ee ii; eee chien ile a oe 67.8 
1962 2 oe ne - 99.2 


These percentages are based upon the minimum requirements and the addition 
of one generator in 1964. They do not take into consideration the availability 
of St. Lawrence power at some time after 1959. 


FINANCIAL DATA AND ANALYSIS 


The major factors considered in arriving at the estimated cost of production 
per kilowatt-hour and the benefits to the consumers, the Central Vermont Pub- 
lic Service Corp. and the Green Mountain Power Corp., are as follows: 

Basis for income 

1. Both companies agree to purchase all their power requirements, over and 
above their hydrogeneration, from Vermont Generating Station, Inc., for 30 years, 
beginning in 1957. 


Cost of generating station 


2. It is estimated that the cost of constructing the generating station will be 
$36 millions. 


Terms of loan 

38. The $36 millions are to be borrowed at an estimated interest cost of 4.75 
perce nt 

1. The loan is to be for 30 years. 

5. The loan is to be completely amortized in 30 years. 

6. The annual amortization installments are to be $1,200,000 per year from 
the 6th to the 30th year. In the 29th and 30th years, respectively, $3 million 
in addition is to be amortized. 


{mount of income 


7. Both companies are to pay to Vermont Generating Station, Inc., the same 
price they are now paying for purchased power. In the case of Green Mountain 
Power Corp., the power to be generated by the leased generating station of the 
city of Burlington is considered purchased power. 

Consumer dividends 

8. Vermont Generating Station, Inc., is to pay a consumer’s dividend to both 
companies at the end of each year. 

9. All payments for power purchased by both companies, except cash required 
for operating expenses, are to be put in escrow with the Bank of the Manhattan 
Co. of New York City. 

10. The consumer dividend to both companies is to be the amount of money 
remaining in the escrow fund, after the payment of all of the costs of producing 
power, including taxes, interest, and amortization of debt outstanding. 

11. From 1957 to 1962, inclusive, the consumer dividend is to be limited to an 
amount which wiil give each of the companies a net cost of 9 mills per kilo- 
watt-lhour for the power they take from Vermont Generating Station, Inc. 

12. The consumer dividend to each company is to be in the same proportion 
to the total amount of money available for the purpose, as the amount of their 
purchases are to the total power produced by Vermont Generating Station, Inc. 

15. It is assumed that both companies, in turn, will pay consumer dividends 
to their customers in the amount of 50 percent of the sum they will receive as a 
consumer dividend from Vermont Generating Station, Ine. 

The foregoing items will be discussed separately, and in detail, in the sub- 
Sequent pages. 
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BASIS FOR REVENUES OF VERMONT GENERATING STATION, INC. 


Both companies agree to purchase all of their power requirements, over and 
above their hydrogeneration, from Vermont Generating Station, Inc., for 30 
years, beginning in 1957. 

Both companies now have power purchase contracts with the New England 
Electric System. With Central Vermont Public Service Corp., the contract runs 
until 1957, and the Green Mountain Power Corp. contract runs until the end of 
1961. 

A thorough study of these contracts has been made, and the arrangements con- 
templated would be proper under these agreements. 

The 80-year term of the proposed power purchase contracts with Vermont 
Generating Siation, Inc., covers the period of time during which the loan will 
be outstanding. 

The choice of equipment, in relation to load growth, has been made with the 
thought that it shall be possible for both companies to take advantage of St. 
Lawrence power, when and if it becomes available early in the 1960’s. Under 
the contracts of both companies with Vermont Generating Station, Inc., S. 
Lawrence power is to have the same status as their own hydrogeneration. 


COST OF GENERATING STATION 


It is estimated that the cost of constructing the generating station will be $36 
million. 

Messrs. Gibbs & Hill conservatively estimate, from their background of ex- 
perience, the construction cost will be $33,200,000. The $36 million figure was 
arrived at by adding a generous amount for contingencies. 

The above figures include the cost of land, capitalized interest during ccn- 
struction, transformer equipment to high voltages, railroad sidings and con- 
nections, management costs during construction, as well as other items re- 
quired to have the plant iu operating condition January 1, 1957. 

The estimates have been made in relation to a tentative site for the plan, 
varying conditions for water intakes, subsoil foundation conditions, soot elimi- 
nation, adequate coal storage facilities, and ash disposal. 


OPERATING REVENUES OF VERMONT GENERATING STATIONS, INC. 
(See tabulation No. 4) 


The income from sales of electricity to Central Vermont Public Service Corp. 
and Green Mountain Power Corp. are estimated to be: 


j | 

> ein +? | on j watt. 

Year Amount ! troy a Ils) | Year | Amount! Ihour cin mills 

1957 $7, 492 12. 383 1963... | $13, 495 12. 707 

1958 & 32 12. 424 1964. . 14, 714 | 2. 706 

1959 9, 199 12. 465 1965...- 16, 009 | 12. 706 

1960 10, 142 12. 596 1966 17, 495 12. 704 

1961 . 11,155 12. 534 1967.... 18, 8¥1 2.704 
1962. ... sal 12, 377 12. 707 


1 In thousands, 


Both power companies, under the contemplated contracts with Vermont Gen- 
erating Station, Inc., are to pay for power at the same rate they are now paying 
for purchased power. In the case of Green Mountain Power Corp., the power 
they will produce from the generating plant leased from the city of Burlington 
is considered to be purchased power. 

The cost of purchased power for Central Vermont Public Service Corp. is 
estimated to be approximately 13 mills per kilowatt-hour and for Green Moun- 
tain Power Corp. at approximately 12 mills per kilowatt-hour. 

The plant factor is relatively low during the first 4 years of operation; there- 
fore, the costs are relatively high. However, with a plant factor of 50 percent, 
or more, power can be produced and sold very cheaply. It seems entirely possible, 
therefore, to increase operating income substantially beyond these estimates, 
during the first few years, by sales to others than the two Vermont companies. 
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OPERATING EXPENSE OF VERMONT GENERATING STATION, INC. 
(See tabulation No. 5) 


The production costs, which include fuel, labor, superintendence, lubricants 
and supplies, and maintenance, are estimated to be: 





* Per kilo- Per kilor. 

Year Amount watt-tou: Year Amount watt- ou 
Thousan’s Mills Thousands Mills 
ees. $3, 037 5 02 || 1963 4, 661 4.38 
1958... 3. 341 4 98 1964 5, 354 4.63 
1950 3 612 4.99 || 1965 5, 637 4.47 
1960. 3, 842 4.73 || 1966... 6, 020 4.39 
i encce 4, O82 | 4 58 1967... 6, 439 4.33 
1962... 4,348 | 4.46 


The estimated cost of production per kilowatt-hour is higher than the actual 
experience with similar units now in operation. 

The heat rate—B. t. u. per kilowatt-hour—which has been used is well within 
the actual experience of similar generating units. 

Also, the cost of 37 cents per million B. t. u. is probably higher than will be 
experienced. ‘Thirty-seven cents per million B. t. u.” means coal at approximately 
$10 per ton, delivered at the plant. 

In the heat rate, no account has been taken of the low temperature of the water 
of Lake Champlain which will be used in the condensers. The lake temperatures 
average 30 less than the figures used in the calculations. 

The estimates for labor, superintendence, lubricants, and supplies are «on- 
servative. 

Maintenance estimates are very generous for a new plant. 


TABULATION No. 5.—lHstimated operating costs, Vermont Generating Station, Inc. 


(3 generators: 62,500 kilowatts, 1,450 pounds per square inch gage, 1090/1000°) 


1957 | 1958 | 1959 | 1960 | 1961 | 1962 | 1963 | 1964!) 1965 | 1966 | 1967 


Generation (millions of kilowatt- 
hours 605 670 738 S11 890 974, 1,062, 1,158) 1,269) 1,370) 1, 487 


Heat used (billions of B. t. u.) 6, 590) 7,239) 7,87), 8,490) 8,960) 9,659 10,470 11,999 12, 690 13, 600 14, 700 


Operating costs (in thousands): 
Fuel cost (at 37 cents per 


million B. t. u $2, 495 $2, 675 $2, 912' $3, 108) $3, 315/$3, 571 $3, 874 $4, 493 '$4, 662'$5, 032'$5, 439 
Labor and superintendence 232 232 232 232 232 232 232 28) 28) oR) 280 
Lubricants and supplies 5) 5) 5) 5) 5) 5) 5) 65 65 65 65 
Maintenance 350 384 418 452 4185 495 505 616 639 643 655 

Total_. 3, 037) 3,341) 3,612! 3,842) 4,082 4,348) 4,661! 5,364) 5,637) 6,020) 6, 439 


Operating cost (in mills) per kilo- 
watt hour) 5.02} 498) 4.89) 4.73) 4.58) 4.46) 4.38) 4.63) 4.47) 4.39) 4.33 


Add 4th generator: 62,500 kilowatts, Jan. 1, 1964, on the line; approximate cost, $11 millions, 


Note.—If 4th generator is not added in 1964, the figures for 1963 can ba carried forward to succseding years 


§2390—5i—pt. 1 3 
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FINANCIAL AND MANAGEMENT EXPENSE OF VERMONT GENERATING STATION, INC. 


(See tabulation No. 6) 


The items included under this heading are management, insurance, local taxes, 
interest, and depreciation. They are estimated to be: 


Per kilowatt Per kilowatt- 

Year Amount he in Year } Amount! hour (in 

mill | mills) 
1957 $3, 159 1963 $2, 988 2.16 
1958 3, 159 4.71 1964 3, 890 3. 48 
1959 3, 159 4, 28 1965 3, 833 3. 30 
1960 3 159 , OO 1966 3, 776 2. 76 
1961 3. 102 3 49 1967 3, 678 2. 47 

1962 . 3. 045 


1 In thousands 


These costs are much lower than is usual, because: 

1. The cost of money is estimated at 4.75 percent, whereas the average cost 
of money is figured at 6 percent by the utility companies. (This figure for the 
cost of money has no relation to interest and dividend payments which are 
actually made. It is an accounting determination of all costs of money.) 

2. Under the contemplated operating plan, there will be no Federal taxes. 

8. Management costs and local taxes will be much lower than is usually the 
case. 

Despite the fact that these figures are much lower than is usual, they are 
still very high in relation to what the actual operating results will be. Careful 
investigation indicates that the cost of money will be much less than 4.75 percent. 
In addition, the cost of the plant has been estimated to be almost 10 percent 
more than a conservative estimate indicates its actual cost will be. 

A very thorough examination of the factors governing management, insur- 
ance, and local taxes indicates that the estimates for this category are quite 
adequate. The generating station will have a rural location and will not be 
subject to city rates of taxation. 

Depreciation is taken at a rate to fully depreciate the whole cost of the plant 
in 30 years. (The range of depreciation practice is between 25 and 40 years. 
The majority of companies use 35 to 40 years.) (19) 

Federal taxes are eliminated because it is contemplated that all moneys 
received, which are not required for the payment of operating costs, interest, 
and the retirement of the debt in 30 years will be returned to Central Vermont 
Public Service Corp. and Green Mountain Power Corp. in the form of a consumer 
dividend. 


TABULATION No. 6.—Financial and management expense, Vermont Generating 
Station, Inc. 


1957 | 1958 | 1959 | 1960 | 1961 | 1962 | 1963 | 19641! 1965 | 1966 | 1967 
Generation (millions of kilowatt- 
hours 605 | 670! 738 811 | 890! 974 |1,062 |1,158 |1, 260 |1,370 | 1, 487 
Expenses (in thousand 
Management, insurance, 
local taxe $250 | $250 $250 | $250 | $250 | $250 | $250 | $300 | $300 | $300 | $300 
Interest. 4.75 percent 1,710 |1,710 (1,710 |1, 710 |1, 653 (1, 596 (1, 539 (2,025 |1, 968 /|1, 911 1,813 
Depreciation 1,199 {1,199 (1,199 |1,199 1,199 |1,199 |1,199 |1, 565 (1,565 (1,565 | 1, 565 
Total 3,159 (3,159 |3,159 (3,159 (3,102 |3,045 |2,988 (3,890 |3,833 |3,776 | 3,678 
Expense per kilowatt-hour (in 
mills 5. 22 4.71 4.28 | 3.90 | 3.49 | 3.13 | 2.81 3.36 | 3.04 | 2.76 2. 47 





1 Add 4th generator: 62,500 kilowatts, Jan. 1, 1964, on the line. Approximate cost: $11 million. Terms 
of loan: Same as $36 million. 
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THE TOTAL COST OF PRODUCING POWER 
(See tabulation No. 7) 
The cost of all items for the production of power—fuel, labor, lubricants, main- 


tenance, management, insurance, local taxes, interest, and depreciation—is esti- 
mated to be: 


Per kilo Approximate 
Year A mount watt-hour saving over 
in mills present costs 
Percent 

1957 $6, 196 10. 24 | 17 
1958 6, 500 9. 69 | 22 
1959 y fT aa | i 
1960_. 7,001 ae 3 
—" 7, 184 8.07 35 
1962__. 7, 395 7.58 | “ 
1963 oan LF 37 
= 9. 254 7.98 | 37 
i 9. 470 7.51 | 41 
1966 9, 796 7.15 43 
te 10, 117 6.80 } 46 


1 In thousands, 


The savings are immediate; they are substantial; they continue to grow. 

All of the costs in the calculations on the preceding page are based upon 
present prices. It can be expected that fuel, labor, and material prices will 
increase over the years. Consequently, it can be expected that the costs per 
kilowatt-hour will increase over and above the estimates made. 

The importance of the cost figures submitted is that they point out the approx- 
imate differential in cost between the present power costs and those which will 
be obtained from Vermont Generating Station, Inc. The costs will rise, but the 
differential will remain approximately the same, as shown in the percentage of 
savings. 

VERMONT GENERATING TAX 


The Vermont generating tax of one-half mill per kilowatt-hour is not included 
in the figures on the preceding page. It is, however, included in the figures in 
the tabulations. 

The tax was originally imposed as an export tax. Presently, it works out as 
a penalty in the production of power in the State. According to well-informed 
Vermont opinion, it may be possible to mitigate, or eliminate, this tax. This 
would be to the advantage of the State, from the standpoint of attracting new 
industry. 


TABULATION No. 7,—Total operating eapense, total cost of producing power, 
Vermont Generating Station, Inc. 


1957 1958 1959 1960 1961 1962 1963 | 1964 1965 1966 1967 

Generation (millions of kilo 

watt-hours 605 670 738 811 890 974, 1,062; 1,158) 1, 260 1,370; 1,487 

Expenses (in thousands 

Fuel, labor, superintend- 
ence, lubricants, sup 

plies, maintenance $3, 037 $3, 341 $3, 612 $3, 842 $4, OR2 $4, 348 $4, 661 $5, 364) $5, 637) $6,020) $6, 439 
Management, insurance, 
local taxes, interest, 

and depreciation $3, 159 $3, 159 $3, 159 $3, 159 $3, 102 $3, 045) $2, 988'$3, 890) $3, 833) $3,776) $3, 678 


otal operating expense | $6, 196)$6, 500 $6, 771 $7, 001'$7, 184 $7, 395 $7, 649) $9, 254) $9,470) $9, 796 $10, 117 


Operating expense per kilo- 


watt-hour (in mills 10.24; 9.69) 9.17) 8.62) 8.07! 7.58) 7.20) 7.98 7. 51 7.15 6. 80 
Vermont generating tax !} 

mill per kilowatt-hour 303) 335 369 406 445 487, 531 579 630 685) 744 
Total production cost $6, 499 $6, 835 $7, 140 $7, 407 $7, 629 $7, 880) $8, 180 $9, 833 $10, 100 $10, 481) $10, 861 
Cost per kilowatt-hour (in 

mill 10. 74; 10.19) 9.67) 9.12) 8.57! 8.08) 7.70) 8.48 8. O1 7. 65 7.30 


1 Add 4th generator: 62,500 kilowatt—Jan. 1, 1964, on the line 
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COST COMPARISONS 


The present cost of purchased power, as defined in these calculations, is approx- 
imately 12.5 mills per kilowatt-hour. If only the growing needs of Vermont are 
met by Vermont Generating Station, Inc., and power is not sold outside the 
State, the cost of power, during the first 5 years of operation, will be approxi- 
mately 25 percent to 30 percent lower than present prices, and, during the next 
25 years, approximately 40 percent to 50 percent lower. 

If a reasonable amount of power can be sold outside the State during the first 
5 years of operation, production costs will be between 7 and 8 mills, and the 
immediate saving would be between 40 percent and 50 percent. It is quite likely 
power can be sold outside the State during the first 5 years of operation. 

Large utility companies estimate the total cost of power from their most 
effi‘ient, modern steam plants to be between 11 and 12 mills per kilowatt-hour. 

St. Lawrence power costs have been thoroughly studied from all of the avail- 
able information, which is meager, and there are some very controversial ques- 
tions, in connection with the project, which still have to be settled. In view of 
this, all doubts have been resolved in favor of the enthusiastic proponents of 
St. Lawrence power in the cost estimates. 

A very conservative cost estimate of St. Lawrence power, delivered in Vermont 
in large quantities, is between 7 and 9 mills per kilowatt-hour. The cost of 
power from Vermont Generating Station, Inc., in the 1960’s will be between 7 and 
8 mills per kilowatt-hour. All indications are that the cost of power from Ver- 
mont Generating Station, Inc., in the 1960’s will be as cheap, or cheaper than 
St. Lawrence power. During the 1970’s and 1980’s St. Lawrence power is likely 
to he a little cheaper, because in a hydro project the cost of operation, in relation 
to fixed ciarges is small. (20) 

The amount of power, which Vermont is likely to get from the St. Lawrence 
development, is estimated to be between 25,000 and 50,000 kilowatts. Ata plant 
factor of 50 percent, this would be between 100 and 200 million kilowatt-hours 
per year. It is estimated that the needs of the State of Vermont from the Ver- 
mont Generating Station, Inc., at the time St. Lawrence power may be available, 
will be between 900 and 1,000 million kilowatt-hours per year. The amount of 
power that may be available from the St. Lawrence project, in relation to the 
needs of Vermont, will not be large; it will be about 1 year’s growth requirement. 

Whether St. Lawrence power will be available to Vermont, or any State out- 
side New York, is a moot question in the minds of experienced observers. There 
is a substantial body of competent opinion which holds that the New York State 
Power Authority would have difficulty in persuading the New York legislators 
to share the power with other States, especially when other States did not 
contribute to the cost of construction. 

Another strongly held opinion is that the most advantageous use of the power 
would result if it were all used within a reasonable distance from the installa- 
tion. If this orinion prevails, there will be no power available for anyone outside 
of New York State. 

The imrortant conclusion to be drawn from all this is that the most certain 
source of power for all the needs of Vermont, at rates approximately the same 
as from the St. Lawrence development, will be Vermont Generating Station, Inc. 


NET INCOME OF VERMONT GENERATING: STATION, INC. 
(See tabulation No. 8) 


The figures for net income before Federal income taxes are arrived at by 
deducting all expenses, including interest and depreciation, from operating 
revenue. 

The amount of the consumer dividend is adjusted so that the net cost of power 
to Central Vermont Public Service Corp. and the Green Mountain Power Corp. 
will be 9 mills per kilowatt-hour from 1957 to 1962 and slightly in excess of the 
actual cost of production in 1963 and 1964. (See chart No. 8.) 

Net income after consumer dividend is designed to produce a figure which will 
keep the company free of the necessity to pay Federal income taxes and, at the 
seme time, have sufficient cash to amortize the $36 million bond issue at the rate 
of $1.2 millions per year, beginning in 1960. 
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[In thousands] 


Y , Net before Consumer Net after 
ai taxes dividend consumer! 

; | dividend 
1957 $993 $2, 047 $1. 044 
1958 1, 489 2, 204 RNs 
1960 2, 059 2, 557 498 
1960 = 2, 557 48 
1961 3, 537 3,145 1.399 
1962 > ae 3, 141 92 
1964 5, 349 4, 283 +1, 066 
1965 4, S81 4, 883 2 
1966 5,998 5, 905 13 
1966 6. 924 6 905 +19 
1967 8, 030 8, 023 17 


The net-income-before-taxes figures show, despite the very conservative calcu- 
lations, that Vermont Generating Station, Inc., will be far more than ordinarily 
profitable and that it will earn its way handsomely, even during the first few 
years of relatively small production, as compared to its capability. 

It should be possible to improve the figures substantially by making sales 
outside the State of Vermont during the first few years. 

The consumer dividend, returned to both companies in the proportion of their 
purchases in relation to total output, determines their net cost of power. The 
consumer dividend is adjusted in total amount in relation to two sets of factors: 
One is the most advantageous, or lowest net rate for power, that it is possible to 
charge during the first few years and still have a sound financial picture; the 
other is the elimination of the necessity to pay Federal income taxes. 

The substantial net income after consumer dividends in 1961-63 will not result 
in any tax payments because of the loss carryover provision of the present tax 
law. The small net income in 1965-67 can be eliminated by increasing the con- 
sumer dividend in those years by the amount of net income shown. 
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CASH POSITION OF VERMONT GENERATING STATION, INC. 
(See tabulation No. 9) 


The cash position is arrived at by adding the amounts set aside for depreciation 
to the net income before Federal income taxes In this case, it would be the 
Same as the “net quick position” of the company. It is made up of cash in the 
bank, inventories of fuel and lubricants, receivables for power sold less all current 
liabilities, including accrued interest on the bonded debt. 

Amortization of debt equals the amount taken for depreciation, and the con- 
sumer dividend eliminaies all other profits; therefore, the cash position, on page 


~<) 


52, is after taxes. 


Cash position before and after amortization of debt and consumer dividend 


{In thousands] 
. r | 
‘ | Cumu ’ c 
Year Before | After | sad Year | Before | After ( umu 
| lative | lative 
am | - | | . 
| 
1957... | $2,192 $145 $145 || 1963 $6, 514 $1,031 | $3, 427 
1958 | 2, 688 | 304 539 1964 6, 446 363 3, 790 
1959 3, 258 701 1, 240 1965 7,474 369 4,159 
1960 3, 394 —199 1,131 1966 &, 489 —56 4,103 
1961 4,725 380 1, 511 1967 9, 595 —68 4, 035 
1962 5, 696 R85 2. 396 


The principal point to be made here is that, in addition to debt amortization 
and the consumer dividends, a margin of approximately $4 million will exist, 
tax free, during the first 10 years of operation. 
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DEBT SERVICI O! VERMONT GENERATING STATION, INC. 
(See tabulation No. 10) 


It is estimated that the cost of construction will be $36 million and $36 million 
of bonds will be issued at a 4.75 percent interest rate. The date of the issue is 
to be January 1, 1955. The loan is to be for 30 years. 

Interest is to be capitalized as part of the construction cost during 1955 and 
1956. The loan is to be amortized, beginning in 1960, at the rate of $1.2 million 
per year. In 19838 and 1984, respectively, an additional $3 million is to be amor- 
tized. For purposes of this calculation, it is assumed that the loan is dated 
January 1, 1955, and that the date of maurity is January 1, 1985. 

The addition of one unit in 1964 is estimated to cost $11 million, and $11 
million of bonds will be issued on the same basis—30 years at 4.75 percent— 
with the same type of amortization provisions. The loan is to be dated January 1, 
1962. 


rhousands of dollars 
‘ - a 
| } 
A vailabl . A vailabl nn 
| ; mes | oe Times 
Yea for Intere a Year for Interest eoverod 
| inte et interest 
| 

19 $3. 905 ¢) 7] 2 28 63 $8, 053 $1, 539 5. 23 
1958 4 398 l 2. 57 1964 8, 471 2,025 4.18 
195 4 OGS ] 2.91 1965 9, 442 1, 968 4. 80 
1960 644 ] 3. 3 1966__. 10, 400 1,911 5. 44 
1961 6. 378 1. 65 3. Re 1967 11, 408 1,813 6. 29 
1962 i, 292 1, 59 4 


The amounts available for interest are likely to be higher because the operating 
costs used are higher than those which will be realized. The amount of interest, 
in all probability, will be considerably less because of lower rates and a smaller 
total which will have to be borrowed to pay for the cost of construction. In all 
probability, interest requirements, based on the above, will be covered about 
3 times in 1957 and 4 times by 1960 

If power is sold outside of the State of Vermont, interest coverage, from the 
beginning of operations, will be four or more times, 

Federal Power Commission statistics for class A and B privately owned elec- 
tric utilities show that interest is earned 4 times on long-term debt. 

Vermont Generating Station, Inc., even under the conservative assumption 
of this study, will exceed this coverage substantially beginning in 1962. 


AMORTIZATION OF DEBT OF VERMONT GENERATING STATION, INC. 


(See tabulation No. 10) 





(Thousar of dollars] 
Available a Available i 
Year for amorti.| > , Ps za Covered Year for amorti- | 4 ti tiza- | Covered 

ae ) aatinest ion 
1957 $2, 192 1963... $6, 514 $1, 200 $5. 43 
1958 2. 688 1964 6, 446 1, 200 5. 37 
1959 5, 258 1965. ae 7, 474 1, 200 6. 23 
196K 4 O34 $1, 20 3. 27 1966... 8, 489 1, 640 5.18 
196 4,7 1, 20 3. 94 1967 d 9, 595 1, 640 5. 85 
19¢ 5 696 1, 20 4.75 

1 Aft est payn 


In comparison with the usual practice, the rate of amortization is very high. 
The debt will be completely paid in 28 years from the beginning of operations. 
Ordinarily, amortization of debt on the part of public utility companies is on a 
50-year basis. Despite the high rate of amortization, the amounts available for 
the purpose are more than adequate. 
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TOTAL DEBT-SERVICE COVERAGE OF VERMONT GENERATING STATION, INC, 


(See tabulation No. 10) 


Year oar Interest and Times 


amortization covered 
Service 


Thousands Thousands 


1957 $3, 902 $1, 710 2. 28 
1958__. 4,398 1,710 2. 57 
1959... 4, 968 1,710 2.91 
1960... 5, 644 2, 910 1. 94 
1961 6, 378 2 2. 24 
1962. 7, 292 2. 61 
1963... 8, 053 2. 94 
1964 8, 471 2. 63 
1965 9, 442 2. 98 
196¢ 10, 400 2. 93 
1967... 7 11, 408 3. 30 





This tabulation is made to show the debt service coverage in comparison with 
revenue bond type of financing. Revenue bond issues that cover their debt service 
requirements two times are considered to be excellent securities. In view of 
the fact that all of the cost and volume of business estimates are conservative, 
il could be expected that the requirements on a revenue bond basis will be 
covered about three times. 
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ESCROW OF OPERATING REVENUES OF VERMONT GENERATING STATION, INC. 


All of the operating revenues of Vermont Generating Station, Inc., except cash 
required for operating expenses, are to be deposited in an escrow account with 
the Bank of the Manhattan Co. of New York City. 

The Bank of the Manhattan Co. is to be the trustee under the bond issue, 
subject to its approval of the final indenture, and the paying agent for interest 
and amortization payments. 

All funds rema‘ning in the escrow account with the Bank of the Manhattan 
Co. at the end of the year, after the payment of interest and amortization of 
debt, are to be transferred to Vermont Generating Station, Inc. 

After receipt of these funds, Vermont Generating Station, Inc., will pay the 
consumer dividend. 


THE EFFECT OF THE CONSUMER DIVIDEND UPON THE EARNINGS OF CENTRAL VERMONT 
PUBLIC SERVICE CORP. 


In estimating the effect of the consumer dividend from Vermont Generating 
Stat’on, Inc., upon the earnin’s of Contral Vermont Public Service Corp. and 
the Green Mountain Power Corp., the assumpticn is made that only 25 percent 
of the consumer dividend received by both companies will be carried over to net 
available for common stock. 

This firure is arrived at by assuming that one-half of the consumer dividend 
received by the two companies from Vermont Generating Station, Inc., wil] be 
passed on, in turn by them, as a consumer dividend to their own customers and 
that, on the remaining one-half of their receipts from Vermont Generating 
Station, Inc., they would have to pay a 50 percent F 


ederal income tax. 
This method of estimating the « 


ct cn the earnings of the two companies is 
conservative. It sufficiently understates the poss bilities to allow for valid and 
quite proper differences of opinion as to the figures used in these estimates, as 
they pertain to the two companies. 

In 1952 Central Vermont Public Service Corp. bad 762,300 shares: of common 
stock outstanding and earn d $1.04 per share. (21) Based on these fi sures, the 
net earnings of the company will be increased 49 percent in 1957—the first year 
of operations—and by more than 100 percent in 1964, the eighth year of operations. 





(See tabulation No. 11) 


Amount Increase in 


™ Corsumer 2° Percent cf, per share of | earningson 
ear : consumer! common dommon 
dividend : 
dividend stock stock 


outstanding} adver 1952 


a8 Percent 
1957 


$1, 544, 000 $386, 000 $0. 51 49 
1958 1, 712, 000 428. O11 56 54 
1959 1, 892, 000 473, 000 . 62 | 6) 
1960 2, O84, 000 521, 000 68 65 
1961 2, 292, 00( 573, 000 @5 | 72 
1962 2, 512, 000 628, 000 82 | -79 
1963 2, 970, 000 743. On 97 | 3 
1964 3, 675, 000 919, 000 1.2 116 
1965 3, 714, 000 929, O0C 1. 22 117 
1966 3, 753, 000 938, 000 1. 23 | 118 
1967 3, 792, 000 948, 000 | 1. 24 | 119 


These added net earnings will require no investment on part of Central 


Ver- 
mont Public Service Corp., in Vermont Generating Station, Inc. 











—DIXON-YATES CONTRACT 


POLICY 


> 
L 


POWEI 


ORT 








a IE 




















= 





od 8 


4 Sab rbianidwn Stan ie scant atin ccemmemeitalll 


*( 































v$ 

ELS SZPS g8es 

268 ‘T$ SIL I$ brs “TS 

LSS FS ZoR “ES PLE Es 
RE 'R L9°8 OO ‘f } ( 00 6 6 ( 6 
Le. 6$ 816 ‘S$ POL ‘R$ BFF ‘L$ SLL 6FI ‘OF FOG g 
6rL 989 ; el¢ . zg RZ ORE 
Ot OF OF + + OF OF OF 
gl cll se cLI cLI SLI gli cLI 
POF LER RRL 92 RRO £PO c2¢ 

POGT £961 1961 0961 ASAI RBI ec6l gcél 


sbutusva ajnwmrrosddn 





AGS 
ULABS JO jua0Jed CZ 
noy} Ul) ZuLAeg 


yoojs t 


(SpUPST 











peseyoind aq OL 
BYII9 UL pur dumnqd 
T uoT] Ble 













Y-JIVMOTLA 
nbel JaM0d 






C61 





, AL0D atasagy 9Qgng yuowd 9A jviquaQ uodn “au ‘uounig burniauay quowmsay fo PafA—[[ ‘ON NOILVINSV YE; 





a 


trite 


RT 


POWER POLICY—DIXON-YATES CONTRACT 43 


THE EFFECT OF THE CONSUMER DIVIDEND UPON THE EARNINGS OF GREEN MOUNTAIN 
POWER CORP. 


In 1952 Green Mountain Power Corp. had 242,866 shares of common stock 
outstanding and earned $1.65 per share. 22 


Based on these figures, the net earnings of the company will be increased 
32 percent in 1957—the first year of operations—and by more than 150 percent 
in 1967. 


(See tabulation No. 12) 


Increase in 


Amount per 
“ I earnings on 


share of com- 


Consumer 25 percent of 


Year dividend ! consumer mon stock common 

dividend ! outstanding |, 5tock over 

. ; 1952 (percent 
1957 $503 $126 $0. 52 32 
1958 582 146 60 36 
1959 665 166 68 41 
1960 759 190 738 47 
1961 853 213 88 53 
1962 1,099 275 | 1.13 68 
1963 1,317 329 1.35 } 82 
1964 1, 509 377 1. 55 | 94 
1965 1, 845 461 1.90 | 115 
1966 2,174 544 2. 24 136 
1967 2, 535 634 2. 61 158 


r'hese figures in thousands. 


These added net earnings will require no investment on part of Green Moun- 
tain Power Corp. in Vermont Generating Station, Inc. 
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SOURCES OF INFORMATION 


(1) Vermont Public Service Commission data used to arrive at the figure. 

(2) Vermont Public Service Commission. 

(3) Vermont Public Service Commission. 

(4) From statements by Central Vermont Public Service Corp. and Green 
Mountain Power Corp. 

(5) Vermont Public Service Commission. 

(6) Annual statements of Central Vermont Public Service Corp., Green Moun- 
tain Power Corp., and Vermont Public Service Commission. 

(7) Estimated from company reports to Vermont Public Service Commission 
and Federal Power Commission. 

(8) Vermont Public Service Commission and Federal Power Commission. 

(9) Many studies of this situation have been made, 

(10) Vermont Public Service Commission. 

(11) Vermont Public Service Commission. 

(12) Annual statement of companies and Vermont Public Service Commission. 

(13) Vermont Public Service Commission. 

(14) Confidentially obtained from authoritative sources that are thoroughly 
acquainted with the facts. 

(15) Federal Power Commission. 

(16) Vermont Public Service Commission. 

(17) Vermont Public Service Commission. 

(18) New York State Power Authority. 

(19) Federal Power Commission. 

(20) Congressional hearings; New York State Power Authority; some large 
utility companies that may be St. Lawrence power consumers. 

(21) Annual statement, Central Vermont Public Service Corp. 

(22) Annual statement, Green Mountain Power Corp. 

Mr. Burcu. It states the stockholders of the corporation were : 

Mr. Harvey Weeks, of whom I have heard. Mr. Harvey Weeks was 
retired vice president of the Hanover Bank in New York City. 

Mr. G. Dewey Hynes, who was the vice president of the Equitable 
Life Assurance Society, which was a client of our firm, and I had 
heard of Mr. Hynes. 

Mr. Robert W. Larrow, who is the corporation counsel of Burling- 
ton, Vt. I had never heard of him. 

Mr. John Mitchell was a name that was exceedingly well known to 
me. He is the senior partner of Caldwell, Marshall, Trimble & 
Mitchell, which is one of the leading bond firms in this country. 

Mr. Robert Harkness, who was in the investment business, I didn’t 
know about. 

Mr. Hollis Nichols, Mr. George Schwartz, Mr. Zelig Nathanson, I 
knew nothing about. 

The CuairMan, Will you give us their addresses ? 

Mr. Burcu. Yes, sir. 

Mr. Hollis Nichols, Boston. 

Mr. Schwartz and Mr. Nathanson comprise a law firm in New York 
that specializes in corporate finance and reorganization and matters 
before the Securities and Exchange Commission. 

Mr. Walter Von Tresckow, who is a witness and who I didn’t know 
anything about, but it developed that he had been a vice president of 
the Hanover Bank and financial and economic consultant, had been 
appointed by the Congress or the President—I am not sure which— 
as one of the board of advisers to the Capehart committee. 

ry y . 8 

The CHatrrman. What is Mr. Harkness’ address ? 

Mr. Burcu. Mr. Harkness’ address is Boston. He is president of 
Dwinnell, Harkness & Hill, investment bankers. 

52390—54—pt. 1-4 
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It stated—and I will quote this because it becomes important later 
on-— 

Gibbs & Hill, Inc., New York City, consulting engineers, designers, constructors. 

This firm provided the operating data upon which this study is based. Gibbs 


& Hill is one of the oldest, large firms in this field, and it has an excellent 
reputation 


which is true. 


Founded in 1911, it began its work with the electrification of the Pennsylvania 
Railroad. In the last 15 years, they have been very active in the design and 
construction of large central stations for public utilities, industrial plants, and 
public bodies in the United States and foreign countries. 

$y Mr. Von Tresckow I had been furnished with the publication that showed 
that the engineers of the retaining corporation were Gibbs & Hill. 

The plan was this, Mr. Chairman, that this plan could not be com- 
petitive with the TVA. It is perfectly obvious that the TVA, if given 
the funds, can do the job cheaper than my clients can by reason of 
che: aper pub lic credit. 

Not having to pay taxes, the TVA could and can do it more cheaply. 

So it was the original plan that this proposal should not be made 
until after the adjournment of the Congress, and only if it developed 
that the TVA did not get the funds to do its own work. 

I did not pay much attention to what was going on. I was in 
court almost constantly. 

Senator Keravuver. I think it might be well to state at that point, or 
I will ask you if it is not true that last year, that is, for the appro- 
priations considered last year, TVA had recommended the building 
of a 600,000-kilowatt-capacity steam plant near Memphis, at what is 
known as Fulton, Tenn. ? 

It was turned down by the Congress last year. This year TVA 
asked the Bureau of the Budget again for funds to build a similar 
steam plant, and that was turned down by the Bureau of the Budget, 
and the Congress, this year. 

Mr. Burcu. I believe that is true, Senator. I did not observe the 
early stages of it, in the early stages, but I know generally the Fulton 
plant had been proposed as much as a year ago as an adjunct to TVA 

But, as I say, I did not think it was imminent; I did not think the 
proposal had to be made until after the adjournment of Congress. 
So [ paid very little attention to it. 

Senator Kerauver. The reason you say adjournment of Congress 
is that you thought that during this Congress the TVA got funds 
to go ahead and construct and then your proposition would not be 
relevant; is that correct ? 

Mr. Burcu. There would be no use for it. 

So Mr. Von Tresckow, who evidently was reading the newspaper 
pretty closely and seeing what was going on in W ashington, which I 
was not current on, got the impression that, from what he had read 
in the papers, there was likely to be a contract entered into with Dixon 
and Yates before the Congress adjourned, before the question of the 
public appropriation was even definitely settled. 

He called me and was unable to get in touch with me because I 
was in court, and he called an associate and friend of his in Dyersburg 
who had been doing some work on the question of taxes in Lauderdale 
County where the Fulton plant was proposed to be. 
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That was Mr. Caleutt calling. Mr. Caleutt had called me while 
I was in court, and, being unable to get me, dictated a memorandum 
to my secretary, which I have, and which I will make an exhibit, and 
which I will now read. 

Mr. Davis. Is that an original, or copy, sir? 

Mr. Burcu. This isa photostat of the original. 

Incidentally, I have photostats of everything I am going to refer 
to; and if it is desired, they can be made exhibits. 

Mr. Davis. Is there a date on that document ¢ 

Mr. Burcu. April 28. 

The CuarrmMan. That will be marked “Exhibit 3.” 

(Document referred to was marked “Exhibit No. 3” for identifica- 
tion and is as follows :) 


BurcH Exuistr 3 
APRIL 28, 1954. 
LP, ges 

Mr. Calcutt, of Dyersburg, Tenn., called for you and talked with me, dictating 
the following: 

“SUGGESTED TELEGRAM 
“Senator Lister HILt, 
“Senate Office Building, Washington, D. C. 

“The people of Tennessee and the Tennessee Valley are very much alarmed 
at the prospect of having the Senate appropriation bills for the expansion of 
TVA voted down. 

“If the appropriations are not made, it then seems logical that the adminis- 
tration will seek the best competitive offer from private interests to furnish 
power to AEC and/or TVA at the most advantageous rate and contract. 

“Assuming no appropriation is made within the next few days, I am authorized 
by responsible clients having ample personnel, resources, and engineering expe- 
rience to submit a proposal to AEC and/or TVA which proposal is much better 
than any which have been made or made public at this date. AEC has been 
notified by wire of my clients’ intention and has been asked for an appointment 
for our engineers to make a further check with them as to the latest details of 
their requirements. Immediately after this conference the detailed proposal 
will be filed. 

“Lucius F. Burcu, Jr.” 

Mr. Calcutt said you will want the following: 

Gibbs & Hill, Inc., Pennsylvania Station, New York City, N. Y. (Office in the 
Pennsylvania Station.) 

Vermont Generating Station, Inc. “Delaware Corporate Vehicle.” Name of 
corporation organized in Delaware. 

General Nichols is the Executive Manager of AEC and Strauss is the Admin- 
istrative Chairman; Eugene Zukerd is member of the Commission. 

Mr. Calcutt said he has talked with Mr. Von Tresckow and read to him the 
above suggested telegram and Mr. Von Tresckow said it was perfectly all right 
with him, subject to Mr. Burch’s alterations. Mr. Caleutt also told Mr. Von 
Tresckow that it was his idea that Mr. Burch telephone both Senator Gore and 
Senator Kefauver and familiarize them with what “we were doing before you 
send wire to Lister Hill,” in which Mr. Von Tresckow concurred. 

Mr. Von Tresckow said, in the event it was necessary to divulge the names of 
the engineers, that it was agreeable to tell anybody that Gibbs & Hill were the 
engineers, and he has already talked with them and it is all right with them. 

In conversing with Senators Gore and Kefauver or with Lister Hill, it would 
be all right to mention the figure of 4 mills per kilowatt-hour, but he would not 
think it advisable to put it in the telegram. 

T. N. Dent. 

Mr. Burcu. It is addressed to L. F. B., Jr., and signed by T. N. 
Dent, who is my secretary: 

Mr. Calcutt of Dyersburg, Tenn., called for you and talked with me, dictating 


the following: 
“Suggested telegram :” 
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The suggested telegram is directed to Senator Lister Hill, and I 
won't read it beeause I will read it later in a somewhat modified form, 
suggested that it be signed by me and then said: 

Mr. Caleutt said you will want the following: 

Gibbs & Hill, Ine., 

Pennsylvania Station (oftfice is in the Pennsylvania Station). 

New York City, N. Y 

Vermont Generating Station, Inc. 

Delaware Corporate Vehicle. 

Name of corporation organized in Delaware. 

General Nichols is the Executive Manager of AEC and Straus is the Adminis- 
trative Chairman, Eugene Zukert is member of the Commission. 

Mr. Calcutt said he has talked with Mr. Von Tresckow and read to him the 
above-suggested telegram and Mr. Van Tresckow said it was perfectly all right 
with him, subject to Mr. Burch’s alterations. Mr. Calcutt also told Mr. Von 
Tre-ckow tliat it was his idea that Mr. Burch telephone both Senator Gore and 
Senator K-fauver and familiarize them with what “we were doing before you 
send wire to Lister Hill,” in which Mr. Von Tresckow concurred. 

Mr. Von Tresckow said, in the event it was necessary to divulge the names of 
the engineers, that it was agreeable to tell anybody that Gibbs & Hill were the 
engineers, and he has already talked with them and it is all right with them. 

In conversing with Senators Gore and Kefauver or with Lister Hill, it would 
be all right to mention the figure of 4 mills per kilowatt-hour, but he would 
not think it advisable to put it in the telegram. 


T. N. DENT. 

When I got the memorandum from Mr. Calcutt, I naturally wanted 
to ascertain the best I could whether or not the situation was as immi- 
nent as they seemed to think, and as to whether the wire was being 
sent to the right people and to get all the suggestions and help that I 
could. 

The first person that occurred to me to call was Senator Kefauver, 
because I had known him longer than anybody that was in Wash- 
ington. I called him and found that he was campaigning in Ten- 
nessee, and I talked to Mr. Richard Wallace, who was his adminis- 
trative assistant. 

Mr. Wallace said that he was of the opinion that there was some 
basis for Mr. Von Tresckow’s apprehensions, that I might look at the 
newspaper any day and see that a contract had been entered into with 
Dixon & Yates, and he thought we ought to get our proposal in. He 
said he would check with Senator Hill about it, who was the Demo- 
cratic member of the Appropriations Committee, and he called me 
back after he had talked to Senator Hill. 

H» reported to me that Senator Hill said that he thought we ought 
to get the offer in, but that it should not be confused by including the 
TVA in it that it should be limited to the AEC. 

I then called Senator Gore, and Senator Gore also said that he 
thought things were moving very fast up here, that he could not under- 
stand the reason for it, but that he was apprehensive that a contract 
would be entered into before the adjournment of the Congress. 

He told me, as a matter of protocol, that hadn’t occurred to me— 
I had not become used to the Republicans becoming chairmen of the 
committee, Mr. Chairman—and he told me I should not send it to 
Senator Hill, and he suggested that I send it to Senator Saltonstall, 
who would be the correct person to receive it. 

Senator Gore stated that the wire should state, which had not been 
stated in the draft that had been proposed by Mr. Von Tresckow, that 
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we were willing to build this plant wherever the Government wanted 
it, that the location was not important. 

The Dixon- Yates plant had been limited, as we understood, to West 
Memphis. 

Senator Keravuver. You are referring there to West Memphis, 
Ark.; is that correct ? 

Mr. Burcu. West Memphis, Ark. 

I sent the wires to Senator Saltonstall and the Atomic Energy Com- 
mission, which may be made exhibits. 

The CHairMan. Those will be exhibits 4 and 5. 

(Documents referred to were marked “Exhibits Nos. 4 and 5.” and 
are as follows:) 

Burcn Exner 4 


MEMPHIS, TENN., April 28, 1954. 
Hon. LEVERETT SALTONSTALL, 
Chairman, Independent Offices Appropriation Subcommittee, 
Senate Office Building: 

The people of Tennessee and the Tennessee Valley are very much alarmed at 
the prospect of having the Senate appropriation bills for the expansion of TVA 
defeated. 

If the appropriations are not made, it then seems logical that the administra- 
tion will seek the best competitive offers from private interests to furnish power 
to AEC at the most advantageous rates and contract. 

Assuming no appropriation is made within the next few days we are authorized 
by responsible clients having ample financial resources and engineering eX- 
perience to submit a proposal to AEC, which proposal is much more favorable 
than any other of which we have any knowledge. My clients would propose to 
construct the plant at point specified by AEC. AEC has been notified by wire of 
our clients’ intention and has been asked for an appointment for our engineers, 
Messrs. Gibbs & Hill, Inc., to make a further check with them as to the latest 
details of their requirements. After this conference the detailed proposal 
will be filed. 

3URCH, PorTER & JOHNSON, Attorneys, 
sy Lucius E. Burcu, Jr. 


Burcu Exursit 5 


Mempuis, TENN., April 28, 1954. 
AtoMic ENrergy CoMMISSION, 
Washington, D. C.: 
(Attention of General Nichols or Mr. Straus.) 

We represent responsible clients having large financial resources and the most 
extensive engineering experience who desire to submit a proposal to the AEC 
which proposal is much more favorable to the Government than any of which 
we have knowledge. Our clients’ engineers, Messrs. Gibbs & Hill, Inc., will 
shortly contact you for an appointment. 

Buren, Porter & JOHNSON, 
By Lucius E. Burcu, Jr. 


Mr. Burcu. I won't read them because they are contained in the 
letter. I had confirmed all that to Mr. Von Tresckow on April 28: 


Dear WALTER: Following our conversation of last night, I talked to Carney 
today after he had talked to you; after that I had two conversations with Dick 
Wallace, Senator Kefauver’s administrative assistant (Kefauver campaigning 
in Tennessee today) and two conversations with Senator Gore. Both Mr. 
Wallace and Senator Gore talked to Senator Hill. The result of all of this is that 
I have sent a telegram to Senator Saltonstall, Senator Lister Hill, and Director 
of the Budget, the Honorable Roland Hughes, as follows: 


And these are the telegrams. This is to Mr. Saltonstall. 
Mr. Davis. What is the date of that? 
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Mr. Buren. April 28, both. 


“The people of Tennessee and the Tennessee Valley are very much alarmed 
at the prospect of having the Senate appropriation bills for the expansion of 
TVA defeated 

“If the appropriations are not made, it then seems logical that the administra- 
tion wil! seek the best competitive offers from private interests to furnish power 
to AEC at the most advantageous rates and contract. 

“Assuming no appropriation is made within the next few days we are authorized 
by responsible clients having ample financial resources and engineering ex- 
perience to submit a proposal to AEC which proposal is much more favorable 
than any other of which we have any knowledge. My clients would propose 
to construct the plant at point specified by AEC. AEC has been notified by 
wire of our client’s intention and has been asked for an appointment for our 
engineers, Messrs. Gibbs & Hill, Inc., to make a further check with them as to 
the latest details of their requirements.” 

That was the firm that was shown in the brochure. 

“After this conference the detailed proposal will be filed. 

“Burcu, Porter & JOHNSON, Attorneys, 
“By Lucius E. Burcu, Jr.” 


I wired the Atomic Energy Commission as follows: 

“We represent responsible clients having large financial resources and the most 
extensive engineering experience who desire to submit a proposal to the AEC, 
which proposal is much more favorable to the Government than any of which 
we have knowledge. Our clients’ engineers, Messrs. Hill & Gibbs, Inc., will short- 
ly contact you for an appointment.” 


That was the end of the telegram. 


At the suggestion of Senator Hill, similar telegrams advising of what has been 
done was sent to all of the Senators in the valley and to the Washington repre- 
sentatives of the principal daily papers, and arrangement has been made in 
Nashville, Chattanooga, and here to feature this story in the morning. 

Senator Hill was emphatic in desiring that the TVA not be mentioned in the 
proposal. Senator Gore said he would appreciate it if he would state that the 
wishes of the Atomic Energy Commission would be consulted about the location 
of the plant. 

And that is the reason for the variation in the telegram here and in 
the memorandum. 

And I stressed to Mr. Von Tresckow that it would be very embar- 
rassing, after all this, if he could not get the money; which was the 
only thing that I personally had any doubts about at that time. 

The Cyarrman. That letter will be marked “Exhibit 6” for iden- 
tification. 

(Document referred to was marked “Exhibit 6” for identification 
and is as follows:) 

Burcu Exursit 6 
APRIL 28, 1954. 
Personal and confidential. 
Mr. WALTER Von TRESCKOW, 
j00 East 52d Street, New York 22, N. Y. 

Drak WALTER: Following our conversation of last night, I talked to Carney 
today after he had talked to you; after that I had 2 conversations with Dick 
Wallace, Senator Kefauver’s administrative assistant (Kefauver compaigning 
in Tennessee today) and 2 conversations with Senator Gore. Both Mr. Wallace 
and Senator Gore talked to Senator Hill. The result of all of this is that I have 
sent a telegram to Senator Saltonstall, Senator Lister Hill, and Director of the 
Budget, Hon. Roland Hughes, as follows: 

“The people of Tennessee and the Tennessee Valley are very much alarmed 
at the prospect of having the Senate appropriation bills for the expansion of TVA 
defeated. 

“If the appropriations are not made, it then seems logical that the administra- 
tion will seek the best competitive offers from private interests to furnish power 
to AEC at the most advantageous rates and contract. 
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“Assuming no appropriation is made within the next few days we are author- 
ized by responsible clients having ample financial resources and engineering 
experience to submit a proposal to AEC which proposal is much more favorable 
than any other of which we have any knowledge. My clients would propose to 
construct the plant at point specified by AEC. AEC has been notified by wire 
of our client’s intention and has been asked for an appointment for our engi- 
neers, Messrs. Gibbs & Hill, Inc., to make a further check with them as to the 
latest details of their requirements. After this conference the detailed pronosa!l 
will be filed. 

“Burcu, Porter & Jounson, Attorneys, 
“By Luctus E. Burcu, Jr.” 

I wired the Atomic Energy Commission as follows: . 

“We represent responsible clients having large financial resources and the 
most extensive engineering experience who desire to submit a proposal to the 
AEC which proposal is much more favorable to the Government than any of 
which we have knowledge. Our clients’ engineers, Messrs. Gibbs & Hill, Ince., 
will shortly contact you for an appointment.” 

At the suggestion of Senator Hill, similar telegrams advising of what had 
been done was sent to all of the Senators in the valley and to the Washington 
representatives of the principal daily papers, and arrangement has been made 
in Nashville, Chattanooga, and here to feature this story in the morning. 

Senator Hill was emphatic in desiring that the TVA not be mentioned in the 
proposal. Senator Gore said he would appreciate it if would state that the 
wishes of the Atomic Eenergy Commission would be consulted about the location 
of the plant. At this point I am receiving not only cooperation but enthusiastic 
help from all concerned in Washington 

If you can deliver on this proposal, it looks very good; if not, my face will be 
very red, which I shall not like. Please get in touch with me as soon as possible 
because this matter is now going to have to be handled on an hour to hour 
basis. 

Sincerely yours, 

Mr. Davis. Were those doubts resolved at a subsequent time ? 

Mr. Burcu. Yes, sir; in a most satisfactory fashion. 

I will interpolate here that that letter, which was, as you can see 
from its nature, a rather intimate sort of letter, was sent to Mr. Von 
Tresckow under a personal and confidential cover, with one copy. 

And at that time, on receipt of that letter, his relations with Gibbs 
& Hill were so intimate that he sent to Gibbs & Hill a copy of that 
letter, and it is, I believe, among their files. That was on April 28. 

Now, the following day, on the 29th, Mr. Calcutt sent to me a mem- 
orandum in which he had confirmed his conversation with my secre- 
tary. He quoted the exact, same telegram which he had suggested. 

Then he put down at the bottom : 

Gibbs & Hill, Inc., Pennsylvania Station, New York City ; Vermont Generating 
Station, Inc., Delaware Corporate Vehicle. 

This memorandum and suggested telegram was telephoned to the secretary 
of Lucius Burch with the suggestion that he alter wording to suit his choice and 
send the wire to Lister Hill, after phoning both Senator Gore and Senator Kefau- 
ver, aS a matter of courtesy, explaining what we intended to do. 

I also stated that it was agreeable with Von Tresckow to mention the figure 
of 4 mills in conversation with either of our Tennessee Senators, or with Lister 
Hill, but that it was your suggestion not to put this figure in writing at this time. 

I further stated that if it was necessary Mr. Burch could divulge the informa- 
tion that his client was Vermont Generating Station, Inc., and that it was O. K. 
for him to name Gibbs & Hill, Inc., as the engineers. 

Senator Keravuver. To whom is that, and from whom ? 

Mr. Burcu. That is to me from Mr. Calcutt, confirming the conver- 
sation he had had with my secretary the day before. 

On the face of that memorandum, it is shown that Gibbs & Hill, Inc., 
and Vermont Generating Station, Inc., both received copies. 

Mr. Davis. How do you know they received copies ? 
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Mr. Buren. It shows on the face. 

And then I have Mr. Calcutt’s affidavit, of which I will read the 
pertinent parts and put in evidence if it is desired. 

Senator Krrauver. Gibbs & Hill, and who else received copies ? 

Mr. Burcu. Vermont Generating Station, Inc. That was the outfit 
that had retained me, Mr. Von Tresckow’s company. 

The Cuamman. The memorandum just read from will be marked 
“Exhibit 7” and received. 

(The document referred to was marked “Exhibit No. 7,” for iden- 
tification, and is as follows:) 


BurcH EXHIBIT 7 


MEMORANDUM From C. C. CALCUTT TO WALTER VON TRESCKOW 


Senator Listrr Ht, 
Senate Office Building, Washington, D. C.: 

The people of Tennessee and the Tennessee Valley are very much alarmed at 
the prospect of having the Senate appropriation bills for the expansion of 
TVA voted down. 

If the appropriations are not made, it then seems logical that the adminis- 
tration will seek the best possible offer from private interests to furnish power 
to AEC at the most advantageous rate and contract. 

Assuming the foregoing does take place within the next few days, I am 
authorized by my clients to submit a proposal to AEC, which proposal is 
much better than any which have been made public to this date. 

APC has been notified by wire of my client’s intention and has been asked 
for an appointment for our engineers to make a further check with them as to 
the latest details of the'r requirements. Immediately after this conference the 
detailed proposal will be filed. 

Lucius Burcu, Attorney. 


Giprs & HI, INc., 
Pennsylvania Station, New York City. 
VERMONT GENERATING STATION, INC., 
Delaware Corporate Vehicle: 

This memorandum and suggested telegram was telephoned to the secretary 
of Lucius Burch with the suggestion that he alter wording to suit his choice 
and send the wire to Lister Hill, after phoning both Senator Gore and Senator 
Kefauver, as a matter of coursesy, explaining what we intended to do. 

I also stated that it was agreeable with Von Tresckow to mention the figure 
of 4 mills in conversation with either of our Tennessee Senators, or with 
Lister Hill, but that it was your suggestion not to put this figure in writing at 
this time. 

I further stated that if it was necessary Mr. Burch could divulge the informa- 
tion that his client was Vermont Generating Station, Inc., and that it was 
0. K. ior him to name Gibbs & Hill, Inc., as the engineers. 

C. C. CALcuTt. 

Mr. Davis. May I see the affidavit before you discuss it? 

Mr. Burcu. Yes. 

Mr. Davis. You will put that in evidence ? 

Mr. Burcu. Yes, sir. 

The CuarrMan. That will be exhibit 8. 

(The document referred to was marked “Exhibit No. 8” for 
identification, and is as follows:) 


BurcH EXxHIsit 8 
AFFIDAVIT 


Affiant, C. C. Caleutt, personally appeared before the undersigned notary 
public, and after being duly sworn by law, deposed and said that on April 28, 
1954, affiant had a conversation over long distance telephone with Mr. Walter 
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Von Tresckow in which was discussed the advisability of the immediate sub- 
mission of a proposal to the Atomic Energy Commission to construct a steam 
plant for generating electricity. I told Mr. Von Tresckow that I had just 
talked with Mr. Lucius Burch by telephone and that he agreed it was advisable 
to wire Senator Lister Hill and others. Mr. Burch had asked that 1 write 
out the text of a suggested wire and call him back. I discussed with Mr. Von 
Tresckow the proposed form of telegram to be sent to Senator Lister Hill and 
others which was read to him over the telephone. I also discussed with Mr. 
Von Tresckow the matter of divulging the names of the enzineers, Messrs. 
Gibbs and Hill. At the conclusion of our conversation I was requested by Mr. 
Von Tresckow to call Mr. Lucius E. Burch at Memphis, Tenn. and request 
that he submit the proposal. I called Mr. Burch and was informed that he was 
in court, Whereupon I dictated the proposed form of the telegram to Mr. 
Burch’s secretary. I also stated to Mr. Burch’s secretary that it was satis- 
factory to designate Gibbs & Hill, Inc., as the engineers. 

Following my conversation with Mr. Burch’s secretary I dictated a memo- 
randum thereof, which I signed, a true copy of which memorandum is attached 
hereto as a part of this affidavit, and a copy of which I sent to Mr. Burch at 
his office in Memphis. I also sent a copy as indicated on the face of the 
memorandum to Gibbs & Hill, Inc., Pennsylvania Station, New York City. <A 
copy Was also sent to Vermont Generating Co., Inc., which was mailed in care 
of Walter Von Tresckow. Copies of the memorandum to Mr. Burch and to 
Gibbs & Hill, Inc., and Vermont Generating Co., Inc., were deposited by me in 
the United States mail on May 28, 1954. 

Further deponent saith not. 

Witness my hand on this 28th day of June 1954. 

C. C. CaLcutt, Afiant. 

Sworn to and subscribed before me on this 28th day of June 1954. 

Bakret ASHLEY, Notary Public. 

My commission expires April 27, 1957. 

Mr. Burcu. The substance of the affidavit—I won’t read all the 
formal parts—is this: 

Following my conversation with Mr. Burch’s secretary, I dictated a memo- 
randum thereof, which | signed, a true copy of which memorandum is attached 
hereto as a purt of this affidavit, and a copy of which I sent to Mr. Burch at his 
office in Memphis. I also sent a copy as indicated on the face of the memo- 
randum to Gibbs, Hill, Inc., Pennsylvania Station, New York City. A copy 
was also sent to Vermont Generating Co., Inc., which was mailed in care of 
Walter Von Tresckow * * *, 

So in the course of the mails they should have received that. 

On May 3 I received a letter from the law firm of Caldwell, Mar- 
shall, Trimble & Mitchell, which is a nationally known firm. They 
have an established re putation. 

I may say here, Mr. Chairman, that I am withholding, in connec- 
tion with this, the only piece of information that I know that has any 
relevance that might come before the committee. There is a name 
mentioned in this memorandum, of an individual who is engaged in 
financial business, I suppose you would call it, who was interested in 
this, but because of the various pressures that were generated in this 

-ase desired not to go forward with the project. 

He is a client of- 

Mr. Davis. You suid you are withholding relevant information ? 

Mr. Burcu. Whether it is relevant, or not, ‘T don’t know. But Ido 
want the committee to know that I have taken out the name of this 
gentleman from the memorandum, and the memorandum is less that 
name, and I don’t want to introduce it without an explanation. 

Mr. Davis. (an you tell us the basis on which you are withholding 
such information? Are you claiming any privilege? 
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Mr. Burcu. Yes. The company is a client, and he doesn’t want 
his name mentioned, and I have no intention whatever of divulging 
the information. 

Mr. Davis. Then you are claiming the privilege of lawyer and 
client; is that correct ? 

Mr. Burcu. Yes, sir. 

Senator Kitcorr. Did I understand you tosay that since the writing 
of that he has withdrawn completely ¢ 

Mr. Burcu. I am sorry you asked me that, sir. The answer is 
no. He still is interested in it, but not publicly so. 

Mr. James. May I ask if you would be willing to withdraw the 
word “pressure” if you are not willing to disclose the name? 

Mr. Buren. No, sir; Iam not. Iam not willing to withdraw it. 

This was the letter of May 3, addressed to me: 

At the request of Mr. Calcutt 


Mr. Davis. Who wrote this letter, and to whom is it addressed ? 

Mr. Burcu. Mr. John Mitchell, senior partner of Caldwell, Mar- 
shall, Trible & Mitchel!, addressed to me. 

Mr. Davis. On what date? 

Mr. Buren. May 3, 1954. 


At the request of Mr. Calcutt, I am forwarding herewith the draft of telegram 
read to your office this day over the telephone by Mr. Caleutt and copy of a 
memorandum which he has prepared for your use and which embodies the 
substance of his conversation with you of even date. 

I was pleased to have the opportunity of talking with you today and I am sure 
that before this week is over many of the uncertain factors which we discussed 
will be firmed up to your satisfaction 

With kindest regards, I am 

Sincerely yours, 
JOHN N. MITCHELL, 

I will interpolate here and say the uncertain factors were this: 

These people had never disclosed to me who was going to put up 
the money. 

Mr. Davis. By these people, you mean 

Mr. Burcu. Von Tresckow and his associates. 

And I was very insistent that before we went into this thing, and 
it really looked like it was moving so fast that it might be holding up 
the deliberations of the Atomic ‘Energy Commission, and I did not 
want to get in the situation of having contributed to slowing that 
down and then turn up that the money wasn’t there, I told him that 
we would have to know who was going to put up the money. 

Mr. Von Tresckow was saying, “W ell, these people are engaged in 
all sorts of financing, and as soon as their names are known, ‘they are 
going to be shot at, and they have to do business with private power 
people as well as with the pub lic.’ 

But I made that as a condition that I know who was going to finance 
it. And that is what was referred to there. 


The Cuarrman. The letter of May 3 will be received as exhibit 9. 
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(The document referred to was marked “Exhibit 9” for identification 
and is as follows:) 
Burcu Exutsit 9 


CALDWELL, MARSHALL, TRIMBLE & MITCHELL, 
New York 6, N. Y., May 3, 1954. 
Lucius E. Burcu, Esq., 
Burch, Porter & Johnson, Memphis, Tenn. 


Dear Mr. Burcu: At the request of Mr. Calcutt, I am forwarding herewith the 
draft of telegram read to your office this day over the telephone by Mr. Calcutt 
and copy of a memorandum which he has prepared for your use and which 
embodies the substance of his conversation with you of even date. 

I was pleased to have the opportunity of talking with you today and I am 
sure that before this week is over many of the uncertain factors which we dis- 
cussed will be firmed up to your satisfaction. 

With kindest regards, I am 

Sincerely yours, 
JOHN MITCHELL, 


Mr. Burcu. Here is the memorandum: 

Confirming my conversation of Sunday afternoon, I talked with Mr. Walter 
Von Tresckow and Mr. John N. Mitchell in reference to all of the plans and 
procedures to this date— 

I am reading this for this sentence: 


I have listened in on conversations between Mr. Von Tresckow and Mr. Saxe, 
of Gibbs & Hill, and am satisfied that they are working in high gear. Mr. 
Von Tresckow also called — , vice president of the 








Mr. Davis. You are omitting at this juncture the names of your 
chent ? 


Mr. Burcu. Yes. 


vice president of the ————, and was informed by ———— that a meeting was 
set up for Wednesday to work out details with the utility department of the 
company in order that they would be ready to pull figures together for meet- 
ing. Mr. Mitchell assured Mr. Von Tresckow that he would be ready with the 
outline of the financing details and that a representative of ————, of New 
York City, or other nationally known investment bankers, would be in attend- 
ance at the proposed meeting. 

By having you send the wire, the principals have not been disclosed and the 
opposition will not have had time to do their preparation. It is the consensus 
of opinion that the power interests, through their White House connections, are 
attempting to gain full information through Senator Gore; it, therefore, seems 
likely that you should call Senator Gore and explain that we do not want to 
lose the ground we have gained by divulging too much information at this time. 

Our theme is that we can do the job differently, cheaper, and better than 
others have proposed, and we will be on hand at the meeting Tuesday with 
details. 

—— has not been in his office, and his wife advised Mr. Von Tresckow 
yesterday that he was grounded at some distant point, but would be home today, 
and Mr. Von Tresckow expects to talk to him today and hopes to receive a 
commitment to be at the meeting Tuesday. 

C. ©. Catcutt. 

The wire which they suggested was the wire which I sent without 
any change whatever to the Commission. 

Mr. Davis. As of what date? 

Mr. Burcu. May 3. 

Senator Lancer. The memorandum will be exhibit 10. 








~~ 
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(The document referred to was marked “Exhibit No. 10” for identi- 
fication and is as follows:) 


Burcu Exursit 10 


MreMoRANDUM From C. C. Catcutrt to Luctus E. Burcu, BuRCH, PORTER 
& JOHNSON, MEMPHIS, TENN, 


Confirming my conversation of Sunday afternoon, I have talked with Mr. 
Walter Von Tresckow and Mr. John N. Mitchell in reference to all of the plans 
and procedures to this date. I have listened in on conversations between Mr. 
Von Tresckow and Mr. Saxe of Gibbs & Hill and am satisfied that they are work- 
ing in high gear. Mr. Von Tresckow also called [deleted] vice president of the 
[deleted] and was informed by [deleted] that a meeting was set up for Wednes- 
day to work out details with the utility department of the company in order that 
they would be ready to pull figures together for meeting. Mr. Mitchell assured 
Mr. Von Tresckow that he would be ready with the outline of the financing 
details and that a representative of [deleted] of New York City or other nation- 
ally known investment bankers would be in attendance at the proposed meeting. 

By having you send the wire the principals have not been disclosed and the 
opposition will not have had time to do their preparation. It is the consensus of 
opinion that the power interests, through their White House connections, are 
attempting to gain full information through Senator Gore; it, therefore, seems 
likely that you should call Senator Gore and explain that we do not want to 
lose the ground we have gained by divulging too much information at this time. 

Our theme is that we can do the job differently, cheaper, and better than others 
have proposed and we will be on hand at the meeting Tuesday with details. 

{Delted] has not been in his office and his wife advised Mr. Von Tresckow 
yesterday that he was grounded at some distant point but would be home today 
and Mr. Von Tresckow expects to talk to him today and hopes to receive a com- 
mitment to be at the meeting Tuesday. 

C. C. CALCUTT. 


Mr. Burcu (reading) : 


In reference to our wire of April 28 our clients have advised us that if it is 
convenient to you our group is prepared to be at your office in Washington on 
Tuesday, May 11. We will greatly appreciate your wiring us regarding the 
convenience of this date and if satisfactory your suggestion of a suitable hour. 

Signed “Burch, Porter & Johnson,” by me. 

Senator Kerauver. Is that made an exhibit ? 

The Cuarrman. That will be exhibit 11. 

(The document referred to was marked “Exhibit No. 11” for identi- 
fication, and is as follows:) 


Burcu Exnursit 11 
[Draft of telegram] 


AtToMic ENrrcy COMMISSION, 
Washington, D. C.: 

In reference to our wire of April 28 our clients have advised us that if it is 
convenient to you our group is prepared to be at your office in Washington on 
Tuesday, May 11. We will greatly appreciate your wiring us regarding the 
convenience of this date and if satisfactory your suggestion of a suitable hour. 

Burcu, Porter & JOHNSON, 
By Lvucrus E. Burcu, Jr. 

Mr. Burcu. I received, in response to that, a telegram from the 
Atomic Energy Commission, confirming the suggested date: 

Will be pleased to meet with your group in Washington at the AEC Building, 
1901 Constitution Avenue, on May 11, as you suggest. * * * 

And it is suggested that I let him know who would be at the meeting 
so that they could be cleared into the building. 

The Cuarrman. That will be admitted as exhibit 12. 
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(The document above referred to was marked “Exhibit 12” for iden- 
tification and is as follows:) 


Burcu Exutisir 12 


Wasuinoeton, D. C., May 20, 1954. 
Lucius BE. Burcu, 
Burch, Porter & Johnson: 


Reurtel May 3, Mr. Edward J. Bloch, director of production, will be pleased 
to meet with your group in Washington at the AEC Building, 1901 Constitution 
Avenue, on May 11, as you suggest. We have, subject to your concurrence, 
established 10 a. m. as a convenient hour. Please advise us of the full name and 
affiliation of personnel that will attend so that arrangements can be made for 
them to be cleared in the building upon arrival. If a different hour is more 
desirable, please advise. It is hoped in the interest of time that the proposal 
you desire to submit will clearly indicate the corporate ident fication of the group 
(or individual firm) submitting the proposal, financial backing, proposed method 
of financing, complete description of the facilities on which the proposal is based, 
with sufficient backup covering the cost components involved in the demand and 
energy charges so that it will be possible for AEC to make a full and complete 
evaluation of the proposal. 

R. W. Cook, 
Assistant General Manager for Manufacturing, 
United States Atomic Energy Commission, 
Washington, D. C. 


Mr. Burcu. I responded to that wire saying that the time and the 
place designated was satisfactory and that the names and affiliations 
of personnel i in attendance would be furnished for clearance the day 
preceding— 
written proposal will be submitted fully identifying those joining in the proposal, 
method of financing, and description of facilities. 

It goes on about the base load and technical details of it. 

The CuarrMan,. That will be exhibit 13. 

(The document referred to was marked “Exhibit 15” for identifica- 
tion and is as follows:) 


Buren Exuipir 13 


MEMPHIS, TENN., May 5, 1954. 
R. W. Cook, 
Assistant General Manager for Manufacturing, 
United States Atomic Energy Commission, 
Washington, D. C. 

Time and place designated satisfactory to our clients. Names and affiliation 
of personnel in attendance will be furn’shed for clearance day preceding. 
Written proposal will be submitted fully identifying those joining in the proposal, 
method of financing, and description of facilities on which the proposal is based 
with discussion of cost components involved in demand and energy charges. 
This proposal is being made upon the assumption that Commissicn desires plant 
constructed to generate its requirements of energy at lowest possible rate with 
mutually firm commitments. This proposal will contemplate 600,000-k.lowatt 
plant to be constructed in Fulton area to supply energy at very low ecst with 
inutually firm commitments for sale and purchase of energy for term of contract. 
If any of these assumptions are at variance with desires of Commission timely 
correction of assumption is requested to permit appropriate recasting of proposal. 

Burcu, Porter & JOHNSON, 
By Lucius E, Burcu, Jr. 

Senator Kerauver. What was the date set for the meeting ? 

Mr. Burcu. The 11th. 

Mr. Davis. But this telegram was sent on the 3d of May; is that 
correct ? 
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Mr. Burcu. The telegram of the 3d suggested the 11th. The tele 
gram from the Atomic Energy Commission to me on the 5th confirmed 
the 11th and requested the names of the people that were coming, and 
mine of May 5 said that they would be furnished and what the pro- 
posal would contain as to the amount of kilowatts and the rest of it. 

As the committee will observe, everything had just gone fine, there 
had not been any hitch in the development. There had been no oppo- 
sition that I knew of and as far as I knew everything was being 
handled properly and was going properly. 

On the afternoon of May 6 I received a telephone call from Mr. 
Richard Allen, a reporter of the commercial field. He said: 


\ 


I have just had a call from Mr. Champion, of Gibbs & Hill, and Mr, Champion 
denies that his firm has any knowledge of the project, denies that they have 
done any work for the company or even know about it. 


His story quotes Mr. Champion, a direct quote : 


“We were completely in the dark about the use of our name,” Mr. Champion 
said. “We have done no work for the syndicate and know nothing about its 
proposal 

That is from the clipping. 

At that time I had seen the brochure which carried their names. 
I had Mr. Calcutt’s memorandum that he had sent them the proposal. 
I did not know at that time if they had received a copy of my letter 
to Mr. Von Tresckow, which I addressed to him under personal and 
confidential cover, and I knew that the statement that they had not 
done work was just not true if Mr. Champion had been correctly 
quoted, which I don’t believe that he was. 

However, it was more than irritating. I was mad about it, and I 
called Mr. Von Tresckow on the telephone. 

The Cuatmrman. That clipping will be exhibit 14. 

(The document referred to was marked “Exhibit No. 14” for iden- 
tification and is as follows:) 


Burcu Exursir 14 
[The Commercial Appeal, Memphis, Friday morning, May 7, 1954] 


Firm Denies ANY LINK WitH POWER PRoJECT—GIBBS & HILL SENDS NOTICE TO 
Sy NDICATE—MEETING SET TUESDAY 


(By Dick Allen) 


The nationally known New York engineering firm of Gibbs & Hill, reported to 
be tied in with a syndicate which has proposed to build a giant steam electric 
generating plant for the Government, announced yesterday it knows nothing 
about the proposal. 

“The name of our firm has been used without our permission,” E. L. Champion, 
vice president of Gibbs & Hill, told the Commercial Appeal in a telephone con- 
versation from his home in New York. 


INFORMATION FROM CLIENTS 


When the syndicate’s offer was revealed last week by Lucius Burch, Jr., Mem- 
phis attorney who represents the group, Mr. Burch identified Gibbs & Hill as 
the engineering firm representing the syndicate. 

“That's what my clients informed me and I had no reason not to believe them,” 
Mr. Burch said yesterday afternoon. 

Mr. Champion said his firm was “rocked back on its heels’ when it learned 
recently it was named as a party to the syndicate’s offer to build the plant for 
the Atomic Energy Commission, 
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“We were completely in the dark about the use of our name,” Mr, Champion 
said. “We have done no work for the syndicate and know nothing about its pro- 
posal.” 

LETTER QUOTED 

Mr. Burch last night received official notice that Gibbs & Hill was not con- 
nected with the syndicate he represents. He said a letter was read to him by 
telephone from New York. The letter was addressed to Walter Von Tresckow at 
New York, whom Mr. Burch identified for the first time as head of the syndicate. 
He said Mr. Von Tresckow is a financial and economic consultant and is connected 
with the Vermont Generating Plant, Inc. He released this portion of the letter, 
signed by David Sloane, president of Gibbs & Hill: 

“In our original discussion, we had not the knowledge of the fact that any 
private utilities were interested in construction and operation of a generating 
station in the Tennessee Valley area for the Atomic Energy Commission. We are 
not participating in any activities detrimental to the privately owned public 
utility industry in this country.” 


UTILITY OFFER STUDIED 


The Government already had under consideration, before Mr. Burch’s proposal 
was revealed, an offer from two private utilities to build a 600,000-watt generat- 


ing plant to furnish power to the AEC. The companies are Middle South Utili- 
ties, Inc., and the Southern Co. 


Mr. Burch said the announcement from Gibbs & Hill would not interfere with 
a scheduled conference his group has arranged with Government officials in 
Washington, Tuesday. 

The conference will be with members of the AEC and the Budget Bureau and 
members of the syndicate who will outline specific details of their plan. 

However, Mr. Burch said he has requested a complete list of syndicate members 
who plan to attend the conference. 

Mr. Burcu. Mr. Von Tresckow said, “Now, don’t be mad at Gibbs 
& Hill.” 

He used a rather picturesque expression which I won’t use because 
the language was unparliamentary. But he said, “These boys are good 
boys and it is a good firm, and they have had pressure brought to ‘bear 
on them that is just unbearable, and you can’t blame Gibbs & Hill.” 

Mr. Davis. Excuse me, sir. Did he tell you what pressure was 
brought to bear ? 

Mr. Burcu. He did not tell me, but he sent me a letter, which I 
gathered from the face of it was what he was referring to. 

He said, “These men came up to my apartment, and they were in 
the process of constructing a letter to be delivered to me, which was 
for the purpose of furnishing copies to their clients and customers 
to get them off the hook.” 

He said, “While they were talking a telephone call came from 
General Nichols, of the Atomic Energy Commission. Mr. Sloan 
talked to General Nichols. They then went out and completed the 
letter which they handed to me,” and he said, “it tells why they got 
out.” 

He said, “I will send you the copy.” 

[ said, “No, it won't suit me for you to send me the copy; you send 
me the original letter because this thing is something that unless it is 
explained is going to put everybody in a very bad light.” 

He sent me the letter, which is as follows: 

Senator Keravuver. Before you read the letter, say again who was 
present when General Nichols called Mr. Sloan ? 

Mr. Burcu. Mr. Sloan, Mr. Saxe, and Mr. Champion. And I am 
speaking from recollection. 

Is that right, Mr. Von Tresckow ? 
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Mr. Von Trescxow. Yes. 

Mr. Davis. You were, of course, not present at this meeting ? 

Mr. Burcu. No. I have never been to New York. I never met any 
of these people. 

Mr. Davis. Do you havea photosts itic copy of the letter? 

Mr. Burcu. I havea photostatic copy of the original. 

Mr. Davis. May I ask you for the date and signature on that letter ? 

Mr. Burcu. It is dated May 6, 1954, and signed by David B. Sloan, 
president of Gibbs & Hill, Inc. 

Senator Kerauver. Mr. Chairman, Mr. Burch said he had never 
been to New York. I do not want anyone to get the impression that 
Mr. Burch is not well traveled. 

You mean you have not been to New York in connection with this 
matter: is that correct ? 

Mr. Burcu. That is right. 

The CuarrmMan. That letter of May 6 will be exhibit 15. 

(The letter referred to was marked “Exhibit No. 15” for identifica- 
tion. and filed for the record.) 

(Document not furnished in time to be printed.) 

Mr. Burcu. Senator Kefauver, I was irritated at Mr. Von Tres- 
ckow. The first time I had ever heard of him I had been in New York 
in March, and it is just one of those occasions that happens in a man’s 
life when everything went right. I had some business and it went well. 
I went to see Audrey Hepburn and got a seat. 

The next day I saw Audrey Hepburn out in the lobby, and I was 
introduced to her, and the telephone rang and it was Mr. Von 
Tresckow, and when I got to it, he was gone. 

Mr. Davis. Mr. Burch, may I say I hope you have opened up a new 
avenue of investigation for the committee, Miss Hepburn? 

Mr. Burcu. I hope you will detail me as assistant, because she is 
a wonderful actress. 

Mr. Davis. If the committee will permit me to, I would like to 
subpena her. 

Mr. Burcu. Here was the letter: 

DEAR Mr. Von Tresckow: In our original discussion we had no knowledge of 
the fact that any private utilities were interested in the construction and opera- 
tion of a generating station in the Tennessee Valley area for the Atomic Energy 
Commission, 

Which you will see neeatives completely Mr. Champion’s —— 
‘tatement in the paper. He said they had nothing to do about it, yet 
the letter refers to original discussions. 

It now develops that unauthorized use of our name has been made in connec- 
tion with a proposal to the Atomic Energy Commission counter to one submitted 
by Middle South Utilities and the Southern Cos. 

On April 28 we pointed out to you that Gibbs & Hill, Inc., could not afford to 
have its name linked with any endeavor contrary to the interests of any privately 
owned public utilities in this country. 

You asked me about the pressure, and this is all I know about the 
pressure, is what the letter says, 

The use of onr name has come to the attention of Mr. Dixon, president of 
Middle South Utilities, and through him to Mr. England, president of Atlantic 
City Electric, one of our clients, and to a number of electrical equipment and 
boiler manufacturers. One of the subsidiaries of Middle South Utilities is the 
New Orleans Public Service Co., with whom we have been endeavoring to nego- 
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tiate an agreement for the design and/or construction supervision of their new 
station. 

In view of the foregoing, it would seem necessary to have statements issued 
in such newspapers as Gibbs & Hill’s name has been mentioned in connection 
with this project, to this effect— 


And this is in caps: 


THAT WE WILL NOT PARTICIPATE IN ANY ACTIVITY DETRIMENTAL 
TO THE PRIVATELY OWNED PUBLIC UTILITY INDUSTRY IN THE 
COUNTRY. 

Any personal names or company names used above are confidential and have 
been mentioned for the sole purpose of adequately presenting Gibbs & Hill's 
position. 

Yours very truly, 
Davip B. SLOAN. 

The Cuarrman. That will be exhibit 16. 

(The document referred to was marked “Exhibit No. 16” for identi- 
fication and is as follows:) 


3URCH EXHIsiT 16 


New York, N. Y., May 6, 1954. 
Mr. WALTER Von TRESCKOW, 
400 East 52d Street, New York 22, N. Y. 

Dear Mr. Von TrREScKOW: In our original discussions we had no knowledge 
of the fact that any private utilities were interested in the construction and 
operation of a generating station in the Tennessee Valley area for the Atomic 
Energy Commission. 

It now develops that unauthorized use of our name has been made in con- 
nection with a proposal to the Atomic Energy Commission counter to one sub- 
mitted by Middle South Utilities and the Southern Cos. 

On April 28 we pointed out to you that Gibbs & Hill, Inc., could not afford 
to have its name linked with any endeavor contrary to the interests of any 
privately owned public utilities in this country. 

The use of our name has come to the attention of Mr. Dixon, president of 
Middle South Utilities and through him to Mr. England, president of Atlantic 
City Electric, one. of our clients; and to a number of electrical equipment and 
boiler manufacturers. One of the subsidiaries of Middle South Utilities is the 
New Orleans Public Service Co., with whom we have been endeavoring to 
negotiate an agreement for the design and/or construction supervision of their 
new station. 

In view of the foregoing it would seem necessary to have statements issued 
in such newspapers as Gibbs & Hill’s name has been mentioned in connection 
with this project, to this effect: That we will not participate in any activity 
deterimental to the privately owned public utility industry in this country. 

Any personal names or company names used above are confidential and have 
been mentioned for the sole purpose of adequately presenting Gibbs & Hill's 
position. 

Yours very truly, 
Gisss & HILL, INC., 
Davip B. SLoan, President. 


Mr. Davis. Mr. Burch, may I interrupt you for just a moment? 

Mr. Burcu. Yes, sir. 

Mr. Davis. I have here, Mr. Chairman, a carbon copy apparently 
of the same letter, which we subpenaed from the files of Messrs. Gibbs 
& Hill, and I would like to make sure that both copies are identical. 

Are there any interdelineations or changes made in pen and ink on 
your copy, sir? 

Mr. Burcu. Yes, sir. 

Mr. Davis. In the first sentence, in my copy obtained from Gibbs & 
Hill, the word “this” is crossed out and “a” is entered. 

Mr. Burcu. That is correct. 
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Mr. Davis. There is an insertion after “generating station” in pen 
and ink, printed in block letters, “in the Tennessee Valley area”; is 
that right ? 

Mr. Buren. That is in the original. 

Mr. Davis. At the end of the fourth paragraph, “supervision of 
their station”, the word “new” is added in pen and ink. 

Mr. Burcu. Before that there is one other change in the original. 

Mr. Davis. Where is that, sir? 

Mr. Burcu, The third grammatic paragraph. 

Mr. Davis. April 28, that is correct; the figure “8” is written in. 

Mr. Buren. Yes. 

Mr. Davis. In the fourth paragraph, the last sentence, there is an 
insertion of the word “new” before the last word. 

Mr. Buren. Yes. 

Mr. Davis. So it reads “Their new station”; is that correct ? 

Mr. Burcu. Yes, sir. 

Mr. Davis. In the fifth paragraph, the statement in capiti il letters 
‘That we will not participate in any activity * * *.” The words 
“detrimental to” are crossed out and ‘ a tt” is printed in block 
letters over it, and then the words “O, K.” are written after it; is 
that correct, sir? 

Mr. Burcu. No, sir: that is not in the original. 

Mr. Davis. Do you have a photostat of the original, sir? 

Mr. Buren. I have a photostat, and the original has been in the 
possession of the joint committee. 

Mr. Davis. May I interrupt your narrative at this point for just a 
moment, Mr. Burch ¢ 

Mr. Burcu. Yes. 

Mr. Davis. This letter was apparently written on May 6, 1954; 
that is correct, is it not ¢ 

Mr. Burcu. I know only what it shows on its face. 

Mr. Davis. And for several weeks you, on behalf of your clients, 
have been attempting to enter into negotiations for purposes of mz iking 
a bid on the construction of a plant in West Memphis, Ark.; is that 
correct, sir ¢ 

Mr. Burcu. At Fulton, Tenn.; yes, sir. 

Senator Kincorr. I have a question at that point. Where is Fulton, 
Tenn., with reference to West Memphis? How far away is it? 

Mr. Burcn. It is east and about 30 miles up the river on the Ten- 
nessee shore. 

The West Memphis site is a little southeast on the Arkansas shore. 

Mr. Davis. Did you regard your proposed bid for a plant at Fulton 
as a competing bid to the Dixon-Yates proposal ? 

Mr. Burcn. Of course. 

Mr. Davis. You testified, did you not, Mr. Burch, that on April 28 
you sent a telegram to the Atomic Energy Commission attempting to 
enter into negotiations with them so that such a bid could be made; is 
that correct ? 

Mr. Burcu. Yes, sir. 

Mr. Davis. In that telegram, which has been put in evidence, you 
referred to Gibbs & Hill as your engineers; is that correct ¢ 

Mr. Burcu. Yes, sir. 

Mr. Davis. May I ask why you included the names of Gibbs & Hill 
in your telegram to the Atomic Energy Commission ? 
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Mr. Burcu. Well, it is just a singular thing and a very fortunate 
thing that it developed as it did. I never would have thought it 
required any authority to use the name of Gibbs & Hill. 

I was retained by the Vermont Generating Station, Inc., by the 
action of its board of directors, and advised of that in writing. 

Their printed information showed that Gibbs & Hill were the engi- 
neers. If anybody had asked me who the engineers were, I would have 
no more hesitancy in saying Gibbs & Hill, and if you asked one of 
my clients, “Who is your lawyer?” I think he would have said, 
“Burch.” 

It just happened that Mr. Von Tresckow, in connection with his 
financial people, thought there was going to be some pressure, and 
somebody was going to be shot at. 

So there was discussion—— 

Mr. Davis. You say he thought someone was going to be shot at? 
What do you mean by that ? 

Mr. Burcu. I mean that these people in the bond business, that 
some of their customers would not like them financing a deal of this 
sort. which was considered very radical and extreme and sort of a 
maverick proposition. 

It was for that reason that considerable care was given to construe 
tion of the telegram. 

It just happened that I had the express written direction from Mr. 
Calcutt, and it was on that basis that 1 wrote that telegram. 

I have left out one thing, in view of Mr. Champion’s statement that 
they had never heard anything about the job. 

The worksheets, the data sheets on which the costs were based, were 
prepared by Gibbs & Hill by Mr. Saxe and delivered to Mr. Von 
Tresckow on May 3, which was 3 days before this published statement 
was made that they had no knowledge whatever about the proposition. 

Mr. Von Tresckow has those worksheets. 

Mr. Davis. Three days before ¢ 

Mr. Burcu. Yes, sir. 

Mr. Davis. What is the date of the published statement ? 

Mr. Burcu. May 6. 

Mr. Davis. You mean that the statement that Gibbs & Hill knew 
nothing about Von Tresckow was 3 days after they had furnished the 
worksheet; is that correct ? 

Mr. Burcu. Yes, sir; that is correct. 

Mr. Davis. I just wanted to get the time in. 

Mr. Buren. All right. 

The matter gets more curious as it goes along. 

Mr. Davis. May I ask you how you construed the letter of May 6, 
signed by Mr. Sloan? j 

Mr. Burcu. I don’t know that I can construe it: I don’t construe 
it in any unusual way. 

I knew that these people had done the work. I knew Mr. Calcutt 
had told me that he had heard the conversations. I knew Mr. Von 
Tresckow told me that he had the worksheets. I knew they appeared 
there in the brochure. 

I knew that they had been associated with the company which 
had retained me. 
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Mr. Davis. Mr. Burch, prior to the receipt of the letter of May 6, 
did you heave any inkling or any reason to anticipate that Gibbs & 
Hill would withdraw as engineers? 

Mr. Burcu. Not the slightest; of course not. The only reason that 
I know was what they said: 


The use of our name has come to the attention of Mr. Dixon, president of 
Middle South Utilities, and through him to Mr. England, president of Atlantic 
City Electric, one of our clients; and to a number of electrical equipment and 
boiler manufacturers. One of the subsidiaries of Middle South Utilities is the 
New Orleans Public Service Co., with whom we have been endeavoring to nego- 
tiate an agreement for the design and/or construction supervision of their new 
Station. 


{f there was any other reason than that, I don’t know what it was. 

Following that, I got a wire from General Nichols, who had never 
contacted me in any way whatever, although my name had been signed 
to the telegram on May 7, which was as follows—bearing in mind 
that there was a conference scheduled. It was scheduled at my 
insistence, had been confirmed by a telegram to me. 

General Nichols testified that on receipt of the telegram that he 
had checked me and found that I, individually, and my firm, were 
rated AV in Martindale’s, that our reputation was good. 

He made no response to me whatsoever; sent me on May 7 this 


telegram: 

Reference is made to our previous Communications and in particular to om 
request to you to advise us the full name and affiliating of personnel that will 
attend proposed meeting May 11, and your reply in which you state that names 
and affiliations of personnel in attendance will be furnished day preceding 
meeting. Reference is also made to fact that your initial telegram states 
that Gibbs & Hill, Inc., were your clients’ engineers. I have been informed 
by Mr. Sloane, president of Gibbs & Hill, Inc., of New York, that they are not 
connected with your proposal. Appointment for a meeting May 11 is canceled. 
We are unable to consider setting a meeting with you until after you have 
indicated to us the firms which you represent. 


The CuatrMaAn. That will be exhibit 17. 
(The document referred to was marked “Exhibit No. 17” for iden- 
tification, and is as follows:) 


BurcH Exursit 17 


WASHINGTON, D. C., May 7, 1954. 
Lucius E. Burcu, Jr., 
Burch, Porter, &€ Johnson, Manufacturers: 

Reference is made to our previous communications and in particular to our 
request to you to advise us the full name and affiliating of personnel that will 
attend proposed meeting May 11, and your reply in which you state that names 
and affiliations of personnel in attendance will be furnished day preceding 
meeting. Reference is also made to fact that your initial telegram states that 
Gibbs & Hill, Inc., were your client’s engineers. I have been informed by Mr. 
Sloan, president, of Gibbs & Hill, Inc., of New York, that they are not connected 
with your proposal. Appointment for a meeting May 11 is canceled. We are 
unable to consider setting a meeting with you until after you have indicated to 
us the firms which you represent. 

K. D. NicHo.s, 
General Manager United States Atomic Energy Commission. 


Mr. Burcu. There was nothing for me to do, then. I was just up 
against a blank wall unless I could get authority from Mr. Von 
‘Tresckow to disclose the financial people and everybody else. 
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The matter had gotten to a stage where I thought that people that 
weren't going to stand pressure had no business being in it. It was 
time to separate the men from the boys. 

So I went to New York to meet with these people for the first time, 
the first time I had ever met any of them, other than Mr. Von Tresckow. 

I had a very good meeting. 

Senator Krerauver. What day were you there, Mr. Burch ? 

Mr. Buren. I was there on May 138; really a rather inspiring 
meeting. 

Mr. Davis. Will you tell us who was present at that meeting? 


Mr. Burcu. The financial people developed to be Salomon Fane & 
Hutzler. It is not a financial center. I never had heard of i 


But it develops that Salomon & Hutzler is the largest fiom in the 
world dealing with high-grade Government and municipal bonds. 
The senior partner, M. Rudolf Smutny, is on the advisory committee 
of the Treasury, and Mr. Smutny, the senior partner, personally 
attended the meeting. 

I thought it well to point out to Mr. Smutny what others had said 
about private utility industry not liking this project. He said: 


We don’t care anything about pressure. If the deal is a good deal, if it earns 
us a fair return on the money, we are going to finance it. And we like this deal 
and we are going to finance it. 


I said: 


So there is not going to be any misunderstanding, Mr. Smutny, before I leave 
here I’ve got to have your name personally signed to the proposal. 


He said: 
I think you are right and I will sign it. 


I got the name of every individual who was interested in the syndi- 
cate, signed in pen and ink, the original of which I have in my posses- 
sion and copy of which I have here, to this proposal. It went under 
date of May 13 to the Atomic Energy Commission, the Tennessee 
Valley Authority, and Hon. Rowland Hughes, Director of the Budget: 


GENTLEMEN: As attorneys for the group hereinafter identified we are directed 
to express to you their desire to enter into negotiations for the construction of 
a steam generating plant of 600,000 kilowatt-hours capacity to be located at a 
point to be designated by the appropriate governmental agency. The purpose 
of the proposed plant is to make available energy needed or to be needed by the 
Atomic Energy Commission at its Pudacah facilities and to provide for future 
increased consumption in the area west of the TVA pool. The proposal to be 
made contemplates the construction of a facility for the generation of public 
power without the creation of public debt. Electrical energy is proposed to be 
furnished at cost with any profits resulting to accrue to the appropriate govern- 
mental agency by way of patronage rebate. The proposal to be made further con- 
templates the cost of construction to be amortized by use of depreciation reserve 
fund over the contract period and at the end of the period the plant would be- 
come the property of the Government without further payment. Group or 
corporate vehicle to be formed under their sponsorship expects to profit through 
sharing a small percentage of the savings which the Government will receive 
through their risk and efforts. Since the proposal will contemplate financing 
by issue of bonds, bilaterally firm commitments for purchase and sale of energy 
for term of contract is desirable. To facilitate this and avoid the necessity of 
prohibitive cancellation penalty contemplated by 42 United States Code, section 
1812, the proposal will be made to the Atomic Energy Commission and/or Ten- 
nessee Valley Authority as seems best in the public interest after full considera 
tion by both agencies. This communication is authorized by and made on behalf 
of the following: 

Walter Von Tresckow, 400 East 52d Street, New York City. 
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Mr. Von Tresckow is former vice president of the Hanover Bank. 
Mr. Davis. Why do you not just let us know who signed that ? 
Mr. Burcu (reading): 


Caldwell, Marshall, Trimble & Mitchell, 115 Broadway, New York City, by 
John N. Mitchell. 

Harvey Weeks, 22 East 36th Street, New York City. 

Schwartz, Nathanson & Cohen, 165 Broadway, New York City, by Zelig R. 
Nathanson and George H. Schwartz 

Robert W. Larrow ,209 College Street, Burlington, Vt 

Salomon Bros. & Hutzler, 60 Wall Street, New York City, by Rudolf Smutny. 

\ conference to be attended by representatives of the group is requested. 


Signed by Burch, Porter & Johnson, by me. 
Phe Cuamman. That will be exhibit 18. 


(The document. referred to was marked “Bureh Exhibit 18” for 
identification, and is as follows:) 


Burcn Exuiperr 18 


NEW YorkK, N. Y., May 13, 1954. 
ATOMIC ENERGy COMMISSION, 
(Attention: Gen. K. D. Nichols, Washington, D. C.) 
TENNESSEE VALLEY AUTHORITY, 
(Attention: Hon. Gordon Clapp, Knoxville, Tenn.) 
Hon. ROLAND HUGHEs, 
Director of the Budget, Washington, D. C. 
GENTLEMEN: As attorneys for the group hereinafter identified, we are directed 
to express to you their desire to enter into negotiations for the construction of a 
steam generating plant of 600,000 kilowatts capacity to be located at a point to 
he designated by the appropriate governmental agency. The purpose of the 
proposed plant is to make available energy needed or to be needed by the Atomic 
nergy Commission at its Paducah facilities and to provide for future increased 
consumption in the area west of the TVA pool. 


The proposal to be made con- 
templates the construction of a facility 


for the generation of public power 
without the creation of public debt. Electrical energy is proposed to be fur- 
nished at cost with any profits resulting to accrue to the appropriate govern- 
mental agency by way of patronage rebate. The proposal to be made further 
contemplates the cost of construction to be amortized by use of depreciation 
reserve fund over the contract period and at the end of the period the plant would 
become the property of the Government without further payment. Group or 
corporate vehicle to be formed under their sponsorship expects to profit through 
sharing a small percentage of the savings which the Government will receive 
through their risk and efforts. Since the proposal will contemplate financing 
by issue of bonds, bilaterally firm commitments for purchase and sale of energy 
for term of contract is desirable. To facilitate this and avoid the necessity of 
prohibitive cancellation penalty contemplated by 42 United States Code, section 
1812, the proposal will be made to the Atomic Energy Commission and/or 
Tennessee Valley Authority as seems best in the public interest after full con- 
sideration by both agencies. This communication is authorized by and made 
on behalf of the following: 
Walter Von Tresckow, 400 East 52d Street, New York City; Cald- 
well, Marshall, Trimble & Mitchell, 115 Broadway, New York 
City—By John N. Mitchell; Harvey Weeks, 22 East 36th Street, 
New York City; Sehwartz, Nathanson & Cohen, 165 Broadway, 
New York City—By Zelig R. Nathanson and George H. Schwartz; 
Robert W. Larrow, 209 College Street, Burlington, Vt.: Salomon 
Bros. & Hutzler, 60 Wall Street, New York City—By Rudolf 
Smutny. 


\ conference to be attended by representatives of the group is requested. 


BurcH, Porter & JOHNSON, 
By Lucius BE. Burch, Jr., 1006 Exchange Building, Memphis, Tenn. 
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Mr. Burcu. I thought we were certainly over the last hump there. 
We had given the names of people that were in the proposal to the 
Atomic Energy Commission, given their addresses and everything 
else. : 

Senator Kerauver. Mr. Chairman, I should like at this time for 
Mr. Burch, by way of interpolation, to tell us who any of these people 
are and what their connections are, who signed this telegram. 

The CHARMAN. Very well. | | 

Mr. Buren. Mr. Von Tresckow is, as I said, a former vice presi- 
dent of the Hanover Bank. He is a financial and economic consultant, 
specializing in power projects. He worked out the deal by which the 
city of Burlington got its power. 

Incidentally, I think his father was put under the boilers just a 
couple of days ago. He was instrumental in the project which is 
set up in that brochure, which is now in the process of development. 

Mr. Davis. By “that” brochure, do you mean exhibit 2? 

Mr. Burcu. Yes, the one of Gibbs & Hill as engineers, the company 
that retained me. 

Mr. Von Tresckow is appointed by the President or the Congress, 
or whoever does the appointing, as an adviser to the Capehart com- 
mittee. 

Mr. Mitchell, of Caldwell, Marshall, Trimble & Mitchell, is a name 
that I suppose is known to every lawyer in the room. I don’t think 
that there is any firm in the country that validates more bonds than 
that firm. I know they are retained by the State of Tennessee, most of 
the principal municipalities of that State. 

Harvey Weeks is a retired vice president of the Central Hanover 
Bank. I don’t think he would like me to use this term, but in Ten- 
nessee we would call him a capitalist. 

Schwartz, Nathanson & Cohen are a firm that specializes in reorgani- 
zation matters, matters before the SEC. 

Robert W. Larrow is a lawyer in the corporation counsel for the 
city of Burlington, which has been involved in this previous power 
deal. 

Solomon Bros. & Hutzler, as I have said, are the largest bond 
firm of the kind in the world. They financed one operation in the 
Tennessee Valley that I have no sympathy for whatever. Solomon 
Bros. financed the Federal troops in the Civil War, Senator, the 
predecessor of this firm financed the Federal troops in the Civil War 

Solomon Bros. put up the money. 

Senator Krravver. That really is bad, Mr. Chairman. 

Mr. Burcu. That was the only thing I was able to find bad about 
them; everything else was good. 

Put they were the ones that were and are on the proposal. 

I thought that it was about as imposing a proposal as could be 
constructed. I thought it was well expressed ; I thought it had weight 
and substance. and I thought immediately the red carpet would be 
rolled out and Admiral Strauss would say, “Come on, boys; let’s get: 
down to business and see what we can work out.” 

But it did not develop that way. 

Senator Kineorr. They rolled the ‘carpet out and then pulled it 
back ¢ 

Mr. Burcn. Yes, and hard. 

Senator Krravuver. The carpet never really got out. 
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Mr. Burcu. I would say it got out, and I would say it was jerked. 

That was on May 13. I received not one word from the Atomic 
Energy Commission. 

Senator Kerauver. Mr. Chairman, this being an executive session, 
1 do not see any particular confidential information here. 

Mr. Davis. We have other witnesses, and it was suggested that we 
hold this executive session because charges might be made. 

We are unaware of the full nature of the testimony and, indeed, I 
still am. 

Senator Kerauver. Mr. Chairman, will the reporter get up copies 
of this as quickly as possible so in case it is decided to release the 
transc ript it can be done? 

The Cuarrman. It is entirely up to the committee, whatever the 
majority of the committee desires. 

Senator Keravuver. I would like to suggest that in the event the 
committee decides to release the testimony, that the official reporter 
should be instructed to get out copies as quickly as possible, today, if 
possible, so that the whole story can be put out at the same time. 

Mr. James. Mr. Chairman, I would like to join in the statement 
that the whole story should be put out at the same time, and for that 
reason no story be put out until the other side of the story is told, 
because the implication is clear here that the pressure came from my 
client, which is not true. 

And I would like to have a chance to show that. 

I would like to ask, as an additional favor to the one which you 
have shown me, of letting me be here, if I may have a copy of the 
transcript ? 

The Carman. That is up to the committee. 

Senator Kincorr. Mr. Chairman, inasmuch as it is an executive 
session, I do not think the transcript should be distributed to any- 
body other than the committee. 

There may be things coming up here that should be marked “Top 
secret.” I think we should wait until the situation fully develops 
before we make any move on that score. I think it is advisable to 
expedite the preparation of the transcript for the committee. 

The CHarrman. You may proceed. 

Mr. Burcu. As I have stated, that telegram submitting the pro- 
posal and signed by those individuals went forward on May 13. I 
rec eived not one word of acknowledgement or anything from the 
AK( 

Mr. Nichols had never called me; he called Gibbs & Hill, but did 
not ¢: ill me. 

But on May 19, 6 days later, I got a wire from the AEC, signed 
by K. D. Nichols, General Manager , who still wanted to know, he 
said: 
to be meaningful, it is essential that we be advised of the engineering firm 
who will be responsible for the design and the companies already in the busi- 
ness of generating power who will be responsibie for the operation of the 
proposed facility. 

That, if it were taken literally, would mean my clients would not 
build it, or nobody already not in the field could build it; it was 
limited to the people already generating power. 
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He said: 


You have been previously advised the proposal should be for furnishing 
600,000 kilowatts of firnr power supply, which means the plant should be of a 
capacity with sufficient reserves to assure supplying 600,000 kilowatts on a 
continuous basis, including periods of down time and routine maintenance. 

That meant that nobody but an existing firm could do that unless 
the plant was going to cost the Government some thirty or forty mil- 
lion dollars of exc ess. 

There was only one firm that had the reserve, and no reserve was 
going to be needed. 

I think the committee has probably understood already what should 
be clear, if it has not, that the AEC was not going to get a kilowatt 
of this power. It was never intended and it is not intended for the 
AEC to get it. 

This power is going to be delivered to the TVA at Memphis, to be 
used by the TVA in the Memphis area, which presumably will release 
power commitments of the TVA to let them supply power up at 
Paducah. 

The TVA and this one utility, or the companies associated with 
this one utility, are the only ones that have the backup; they have the 
reserve, There is no need. Instead of having a 600,000 kilowatts sta- 
tion, if you provide for backup you’ve got to have 800,000 kilowatts, 
so you have a standby generator when one generator is down. 

If that is going into the TVA system, there is no need in the world 
to burden the Government with another $30 million of expense, be- 
cause that backup is already there; TVA has it. 

But by putting that in there, that you had to supply the backup— 
I will show you the data sheet which has a good many other details in 
it later on. 

Senator Krreore. Let me simplify this a little bit. This proposal 
here was to obtain power to be sold to TVA in order that they might, 
from their other power sources, be able to furnish the power “for 
Paducah; is that right? 

Mr. Burcu. Yes, sir; that is exactly right. 

Senator Kircore. In other words, this would be really integrated, 
as far as power-furnishing services are concerned, with the TVA 
system; is that right? 

Mr. Burcu. I don’t think “integrated” is right. TVA was the 
broker. 

Senator Kiricorr. In other words, it would go into the power stream 
of TVA, the general stream ? 

Mr. Burcu. Yes, sir. 

Senator Kircore. This, of course, as an independent operating 
company, would either have to integrate with TVA, or some other 
power, in order to have the necessary backlog for emergency to main- 
tain constant service; is that correct ? 

Mr. Burcu. That is correct, sir. 

Senator Kerauver. And there are only two places that that could 
be done under the specifications of either the TVA, or the Arkansas 
utility ? 

Senator Kircore. Is that the Middle South? 

Mr. James. Arkansas Power & Light. 

Mr. Burcu. It has this further gimmick in it. 

Mr. Davis. By “it,” are you referring to the data sheet? 
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Mr. Burcu. No; this is the wire that came 9 days after the receipt 
of my wire: 

Upon receipt of information on the engineering firm who will be responsible 
for the design and the firm or firms with operating experience who will be 
responsible to man and operate the plant, and a list of names of those personnel 
who would participate in the meeting 

Well, I was representing people who were just as busy as General 
Nichols. I could not tell 10 days ahead exactly who was going to be 
there. 

Senator Kiigorr. In other words, this proposal is very similar to a 
recent law passed on acquisition of Government buildings, in which 
you buy them on the installment plan and private capital bill them; 

s that it? That is, instead of borrowing the money, you build the 
| lant and turn it over really for Government operation. 

Mr. Buren. Yes, sir: it is exactly the same. 

Senator Kitcorr. But it is privately financed until liquidated. 

Mr. Burcu. Yes. That is exactly what the proposal was. It has 
all the points of our proposal, the example you have given. It lets the 
Government get what it needs without having to go in debt later on 
with taxes to get the money. 

Here was the singular part. After taking 6 days to acknowledge 
ny telegram: 

a date and time for said meeting will be established. Since time is of the 
essence, an early reply, not later than May 21, is requested. 

They gave me 2 days to get up that information, say who was going 
to be there and when it would be. 

In the interest of saving time, we are sending you under separate cover, special 
delivery, a summary of data previously prepared for discussion with your group 
which covers in detail the type of information necessary for preparing an 
analysis. 

The data sheet did not arrive until after the 2-day deadline. 

The CuatrMan. That telegram wiil be exhibit No. 19. 

(The document referred to was marked “Burch Exhibit No. 19,” 
for identification, and is as follows :) 


Burcu Exnursir No. 19 


WASHINGTON, May 19, 1954. 
Lucius E. Burcu, Jr., 
Burch, Porter & Johnson, 1006 Exchange Building: 


Reurtel dated May 13. Your initial wire to us dated April 28 and subsequent 
releases to the press indicated you represent clients having most extensive engi- 
neering experience and composed of companies already in the business of gen- 
erating power. The group identified in your wire of May 13 is composed prin- 
cipally of law firms, a life-insurance company, and an investment banker. In 
order for a meeting to be meaningful, it is essential that we be advised of the 
engineering firm who will be responsible for the design and the companies already 
in the business of generating power who will be responsible for the operation of 
the proposed facility. 

We also note that your thinking is based on a plant of 600,000 kilowatt capacity 
to be located at a point to be designated by the appropriate governmental agency. 

You have been previously advised the proposal should be for furnishing 600,000 
kilowatts of firm power supply which means the plant should be of a capacity 
with sufficient reserves to assure supplying 600,000 kilowatts on a continuous 
basis including periods of down time and routine maintenance. As to site, the 
responsibility for site selection is that of the sponsor and should be based upon 
delivery of power to TVA for the account of AEC at Memphis, Tenn., for use in 
the Memphis area by TVA as replacement of energy being delivered by TVA to 
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the Paducah gaseous-diffusion plant. It would be difficult, if not impossible, to 
evaluate your proposal with other proposals unless the site had been designated 
and the estimated cost of the proposed generating plant, stepup substation, and 
transmission and interconnection to TVA’s existing transmission system are 
based upon a site which meets normal engineering criteria. 

Upon receipt of information on the engineering firm who will be responsible 
for the design and the firm or firms with operating experience who will be re 
sponsible to man and operate the plant, and a list of names of those personnel 
who would participate in the meeting, a date and time for said meeting will be 
established. Since time is of the essence, an early reply, not later than May 21 
is requested. 

In the interest of saving time, we are sending you under separate cover, special 
delivery, a summary of data previously prepared for discussion with your group 
which covers in detail the type of information necessary for preparing an analysis. 

K. D. NIcHOLs, 
General Manager, USAEC, Washington, D. C. 

Mr. Davis. It came when? 

Mr. Buren. On the 21st, I believe. 

Senator Krrauver. That is hard to believe. Did he ask you to fur- 
nish information in the data sheet by the 21st and did not give you the 
data sheet until that day? 

Mr. Burcu. In fairness to General Nichols, his telegram does not 
necessarily imply that the data sheet had to be in in that time. 

I will read you what he said, and you can draw your own construc- 
tion from it, Senator: 

Since time is of the essence, an early reply, not later than May 21, is 
requested. 

In the interest of saving time, we are sending you under separate cover, special 
delivery, a summary of data previously prepared for discussion with your group 
which covers in detail the type of information necessary for preparing an 
analysis. 

And then there are some Government symbols. I do not know what 
they mean. 

But, anyway, the data sheet came on the 21st. 

Senator Kiicore. I want to ask another question or two purely from 
a legal viewpoint. 

Mr. Buren. Yes, sir. 

Senator Kircore. This plant here would be privately owned until 
such time as it paid for itself; is that right? 

Mr. Burcn. Yes, sir. 

Senator Kitcore. It would become public ? 

Mr. Burcu. Yes, sir. 

Senator Kitcorr. In Tennessee do they have a tax on privately 
produced power? 

Mr. Burcn. Yes, sir. 

Senator Kinegore. How much does that amount to? 

Mr. Burcu. It comes into two categories. I am not sure which one 
you are asking about. There is an ad valorem tax that would be levied 
on the physical property of the plant. There is a 3 percent gross 
receipts tax. 

Senator Kincorr. Three percent on the gross receipts of the com- 
pany ¢ 

Mr. Burcu. Of the company. 

Now, it was not, and although I have no firm opinion on this, I 
state tentatively, and I think it is right, that because the TVA was 
the only purchaser and would be the only purchaser, that it could 
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have been incorporated under Tennessee law as a cooperative; which 
would not require the imposition of the 3 percent gross receipts tax. 

Of this I am certain, that the same result can be accomplished by 
merely leasing the plant to the TVA for schedule of lease statements 
sufficient to amortize the bonded indebtedness, in which case there 
would be no question whatever about—— 

Senator Kircore. What is the tax status with reference to the State 
of Arkansas on the same point? 

Mr. Burcu. I understand that Mr. Von Tresckow has the figure 
of $1,800,000 tax. 

Mr. Von Tresckow. $1,823,000. 

Senator Kitcore. But, percentagewise, is there any difference be- 
tween the Arkansas and the Tennessee taxes ? 

Mr. Burcu. You see, I cannot say what the tax will be until I know 
what the assessment would be. 

Senator Kincorr. We understand it would be real-property tax. 

Mr. Burcu. Yes, sir. 

Senator Kitcorr. How about consumers’ or earnings tax, or kilo- 
watt tax? 

Mr. Burcn. None. 

Senator Kircorr. Some States have it so much on the kilowatts 
produced, some have it so much on the revenue, and that sort of thing. 

I am just wondering about Arkansas. 

Mr. Buren. T can’t answer about Arkansas. All I know is the 
total figure that was published in the paper. 

Mr. Davis. Mr. Burch, you have testified that on May 6 your client 
received a letter from Mr. Sloan indicating that Gibbs & Hill were 
pulling out of any further relationship with this proposal of yours. 

Mr. Burcu. Yes, sir. 

Mr. Davis. What did you do after they pulled out? Did you retain 
any other engineers? 

Mr. Burcu. I did not, but Mr. Von Tresckow and his group did. 
They retained the firm of Burns & McDonald, of Kansas City, and 
the Long Construction Co., also of Kansas City. 

Mr. Davis. Was there any difficulty of carrying on your negotia- 
tions or putting in your bid subsequent to this? 

Mr. Buren. I think “difficulty” is an understatement. What hap- 
pened was one of the more mysterious things that I have encountered 
and which I don’t attempt to explain. All I can tell you is what 
happened. 

Mr. Davis. First, was there any difficulty ascribed to the fact that 
Gibbs & Hill had withdrawn? 

Mr. Burcu. This was the greatest difficulty. Gibbs & Hill was a 
top class outfit, and when they publicly put in the paper that they 
did not know anything about the deal, it gave sort of an off color 
tinge to the whole proposition. It made it sort of smell, just to be 
candid about it. 

Senator Krcorr. In other words, it looks like skullduggery was 
afoot ? 

Mr. Burcu. It sure did. 

Mr. Davis. Do you think you and your clients had an adequate time 
and opportunity to put in your bid to the Atomic Energy Commission 
after that? 
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Mr. Burcu. I can’t say, sir, what is “adequate.” I know that finally 
a bid was gotten in. We finally had a meeting with the AEC, 

Mr. Davis. Do you think you were treated unfairly in anyway by 
the Atomic Energy Commission ¢ 

Mr. Burcu. After what I had heard as a result of the testimony at 
the hearing, 1 am quite confident—— 

Mr. Davis. Which hearing? 

Mr. Burcu. When I heard General Nichols testify. 

Mr. Davis. You mean on the Joint Committee on Atomic Energy 
hearings ¢ 

Mr. Burcu. Yes, sir. 

Senator Kingore. Which one of these committees is it? 

Mr. Davis. It is the joint eommittee that had hearings on the 17th 
and 18th. 

What did you hear there that made you think you had been treated 
unfairly or in a discriminatory f: ashion ? 

Mr. Burcu. If you will allow me, sir, before I get to that, to say 
what led up to it, it would be much more intelligible. 

Mr. Davis. Go ahead. 

Mr. Burcu. When I got this letter from General Nichols, there 
wasn’t anything I could do. I was a lawyer in the country, retained 
to set up the corporation and get into the powers of eminent domain, 
and they were shooting at me with deadlines and asking for technic al 
data and I could not supply any of it. My clients were thousands of 
miles away. 

So I sent a night letter to General Nichols on May 94: 

Re your telegram May 24. Your previous wire inaccurate in that no insurance 
company listed among our clients nor were you informed that they included 
“companies already in the business of generating power.” 

Our clients are those mentioned in our telegram of May 13 

As attorneys for this group we were directed to submit proposal contained 
in ours of May 13 and attempt to arrange joint conference with AEC and TVA, 
which effort has been unsuccessful. Data sheets received by us May 21 and 
forwarded special delivery airmail to Mr. Von Tresckow. * * * 

And we suggested that Mr. Von Tresckow would contact them. 

The CuarrmMan. That will be exhibit 20. 

(The document referred to was marked “Burch Exhibit No. 20,” 
for identification, and is as follows:) 


Burcu Exurisir 20 
May 24, 1954 
Gen. K. D. NICHOLS, 
General Manager, United States Atomic Energy Commission, 
Washington, D. 0. 

Reurtel May 24. Your previous wire inaccurate in that no insurance com 
pany listed among our clients nor were you informed that they included “com- 
panies already in the business of generating power.’ Our clients are those 
mentioned in our telegram of May 13. 

As attorneys for this group we were directed to submit proposal contained 
in ours of May 13 and attempt to arrange joint conference with AEC and TVA, 
which effort has been unsuccessful. Data sheets received by us May 21 and for 
warded special delivery airmail to Mr. Von Tresckow that day. Personnel 
attending conference will depend upon convenience of various interested parties 
when date established. As attorneys we are not in position to furnish engi 
neering details or other technical information. Mr. Von Tresckow is advised 
of your desire to have some word re this subject by May 25. If further handling 
necessary, contact Mr, Von Tresckow direct. 

Burcu, Porter & JOHNSON, 
By Lucrus BE. Burcu, Jr. 
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Mr. Burcu. I wrote General Nichols a letter and I tore up several 


drafts of it. and I sent the letter confirming that: 


DEAR GENERAL Nicnots: We have had several exchanges by telegram and be- 
cause of the very short deadlines which you have imposed, coupled with the 
fact that our clients were located at distant points, has made haste in reply 
necessary The context and verbiage of some of your wires have caused us 
to believe that you may not have the correct “feel” of the proposal which was 
made to you in our wire of May 13. 

At the time we were first retained in this matter, it was by a group then in 
process of formation. The services to be rendered by us contemplated the forma- 
tion of rennessee corporation and an attempt to establish a liaison between 
the TVA and the AEC, and if possible, to arrange for a joint negotiation. 

The plan proposed by the group is revolutionary and is in effect a mutualiza- 
tion between the Government and investors of public power facilities. The plan 








provoked an opposition from certain private power groups of unanticipated 
intensity You must have sensed this in your telephone conversation with Mr. 
Sloan I have in my possession a letter from Mr. Sloan to Mr. Von Tresckow 


stating in great detail the reasons for the withdrawal of his firm from the orig- 
inal group, but such details are at this time confidential. The group finally 
solidified into that indicated in our wire of the 13th. As your investigation 
must have revealed, it includes one of the largest bond houses in the country, 
ne of the preeminent legal bonding firms, and others whose standing and reputa 
tion should indicate to you their ability and intentions. 


Then I suggested that he go on and get in touch with Von Tresckow 
and work out the technical details and, for Heaven’s sake, to let us 
have a hearing. 

The Cnatrman. That letter will be identified as exhibit 21. 

(The document referred to was marked “Burch Exhibit No. 21,” 
for identification, and is as follows:) 


BurcH EXxHrsir 21 
May 25, 1954. 
Gen. K. D. NICHOLS, 
General Manager, United States Atomic Energy Commission, 
Washington, D.C. 

Drank GENERAL NICHOLS: We have had several exchanges by telegram and 
because of the very short deadlines which you have imposed, coupled with the 
fact that our clients were located at distant points, has made haste in reply 
necessary The context and verbiage of some of your wires have caused us to 
helieve that you may not have the correct “feel” of the proposal which was 
made to you in our wire of May 13 

\t the time we were first retained in this matter, it was by a group then in 
process of formation. The services to be rendered by us contemplated the 
formation of a Tennessee corporation and an attempt to establish a liaison be- 
tween the TVA and the AEC, and, if possible, to arrange for a joint negotiation. 

Che plan proposed by the group is revolutionary and is in effect a mutualiza- 
tion between the Government and investors of public power facilities. The plan 
provoked an opposition from certain private power groups of unanticipated 
intensity. You must have sensed this in your telephone conversation with Mr. 
Sloan. I have in my possession a letter from Mr. Sloan to Mr. Von Tresckow 
stating in great detail the reasons for the withdrawal of his firm from the 
original group, but such details are at this time confidential. The group finally 
solidified into that indicated in our wire of the 13th. As your investigation 
must have revealed, it includes one of the largest bond houses in the country, 
one of the preeminent legal bonding firms, and others, whose standing and 
reputation should indicate to you their ability and intentions. 

Because of the statutory limitations upon the contractual power of the AEC, 
of which there is no counterpart with the TVA, it seemed to us most feasible 
that this project should go forward as a joint project of the two governmental 
agencies. The TVA does not seem inclined to enter into these negotiations, 
however, at least until the question of the inclusion of capital funds in the 
budget is definitely settled. For the moment, therefore, there is nothing further 
that we can do from this end of the line, except to forward your request for 
technical information to Mr. Von Tresckow, who is speaking for the group in 
all such matters. 
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The plan which this group has proposed is, as we have said, revolutionary, and 
if it can be carried out will result in a very large saving to the Government, 
Our suggestion would be that you should meet with these people without the 
imposition of the several conditions precedent which have been imposed upon 
these negotiations. It is our information, which may not be correct, and is 
entirely hearsay, that negotiations with other groups have been carried on freely 
and informally. Since at this juncture there is nothing more than we can do, 
and since time is short and it is important to reduce circuity of communication 
and action, you should handle directly with Mr. Von Tresckow, who is repre- 
senting the group in the matters in which you appear to be principally interested. 

With all good wishes, we remain, 

Sincerely yours, 
Lucius EK. Burcu, Jr. 

Joun: Herewith letter that I have today sent General Nichois. If I can be 
of any further help to you or your group in this matter, please let me know 

L. E. B., Jr. 

Mr. Burcu. Mr. Von Tresckow, as you will see, gentlemen, is well 
equipped with the facts of what he is talking about and interested in, 
and he did talk to Mr. Cook of the AEC. 

Senator Krerauver. Who is Mr. Cook ¢ 

Mr. Burcu. He is the director in charge of production, I believe is 
his title. 

Mr. Davis. When did he have a talk with him ? 

Mr. Burcu. I think I have it here. 

On the afternoon of May 28, Mr. Von Tresckow was able to arrange 
a conference after a telephone conversation with Mr. Cook, which was 
scheduled for June 3, 1954. Now, that conference went off exactly as 
scheduled. On June 3, 1954, I came to Washington and met Mr. Von 
Tresckow. The engineers were there, Burns and McDonald, of Kan- 
sas City. 

The Long Construction Co. was there, most of the syndicate were 
there. 

[ had come to Washington with the feeling that we were going to be 
repelled, that they did not want to see us, did not want to negotiate 
with us, and I did not expect the conference to accomplish much. I 
was wrong about what I thought. 

We were met by people who seemed glad to see us and who were 
interested in what we had to say. They gave us a very complete 
hearing. 

The principal man in the meeting was Mr. Guy Thaxton, who was 
the chief of power for the AEC. 

Mr. Davis. Who else was present on behalf of the Government ¢ 

Mr. Buren. 1 could not tell you. There was a whole room full of 
them. There was a lot of them. 

Senator Kerauver. What date was this, Mr. Burch? 

Mr. Burcu. June 3. 

I may be in error about the way people react, but I thought Mr. 
Thaxton was enthusiastic about our proposal, and I went away feel- 
ing that we had done a good deal of good and that they were going 
to give us a fair consideration and that we had the best plant, as I 
was confident and am confident that we had and have, tht we were 
not going to have any difficulty about it. 

Well, here is what happened: The next thing I heard was on June 
16, when they had these hearings. 

Mr. Davis. Which hearings, now ? 

Mr. Burcu. The joint hearings. 

Mr. Davis. The Joint Committee on Atomic Energy. 
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Was that June 16, or June 17? I believe the hearings were on 
June 17 and 18, Mr. Burch. 

Mr. Burcu. Whatever the date was, June 16 or 17. 

I saw General Nichols, whom I had never seen before; I saw Mr. 
Cook, whom I had never seen before. I saw Admiral Strauss, whom I 
had never seen before. I saw Mr. Murray and Mr. Zuckerd. 

All the chiefs were there. I had not seen any of them in these nego- 
tiations. There was not in that room a single person who had sat 
with us in that meeting, not one. 

Now, here is what the testimony was: Mr. Thaxton was the chief 
of power, whom I had met. 

Mr. Davis. Of the Atomic Energy Commission ? 

Mr. Burcu. Yes, sir. 

His name was mentioned in the testimony. Representative Holi- 
field said: 

What is Mr. Thaxton’s background of experience? 

Mr. Davis. Are you reading from the transcript ? 

Mr. Burcu. Pages 2253 and 2254. 

Mr. Davis. You have copied something from the transcript ? 

Mr. Burcu. Yes. I have the complete transcript. 

Mr. Davis. Do you have the page number? 

Mr Buren. 2253 and 2254. 

What is Mr. Thaxton’s background of experience? 

Mr. Cook. He is a graduate electrical engineer, I think, from Georgia Tech, 
He has been in various phases of construction, supply of electric power and has 
been in various Government agencies in connection with power 


Representative Hoiirretp. Do you consider him a competent man to head that 
division ? 

Mr. CooK — competent, 

Representative HoLtirietp. Were you asked by a member of the staff to have 


him present this morning? 

Mr. Nicnors. I can answer that, sir. I was informed by Mr. Trapnell that 
probably it would be desirable to have him at some stage in the testimony. 
I thought, of course, that Mr. Burch was going to be on first this morning, and 
I also wanted to raise the question of who do we bring here. 

In other words, we have these people down through the chain of command. As 
I say, I take the responsibility for having negotiated the proposal to date. 
Whether we have everybody on my staff—I don’t even know who Mr. Thaxton is. 

Representative HoLirre._p. He is chief of the Power Division. 

The high man that we saw, according to this testimony, Mr. Nichols 
did not even know. 

Now, this developed in the testimony, too: Not only did Mr. Nichols 
and the Commissioners personally negotiate with the Dixon- Yates 
group but the AEC initiated the proposal to the Dixon-Yates group. 
The negotiations went on for a period of sime 6 months. They were 
carried on in a very friendly fashion, as all negotiations should be 
and as ours should have been, with cutting and trimming and trying 
to get a better deal and to smooth out the rough spots and reduce the 
uncertainties, 

But it is a singular thing that Mr. Thaxton, the chief of power, 
who was at our meeting, was not allowed to have one thing to do with 
the Dixon- Yates proposal. 

Here is what Admiral Strauss said at pages 2256 and 225 


mat L2Lvd 


Mr. Srravss. Mr. Chairman, I would like to comment on that. Obviously I 
could not and would not raise the question of the authority of the joint com- 
mittee to summon any employees of the Commission, but I hope that Mr. Holifield 
and all of you gentlemen will consider the implications on the morale and the 
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efficiency of any organization if the employees down the line are to be brought 
in to testify on a matter of this sort where the heads of the agency, the general 
manager, are available. 

I think it is a very radical departure, and I hope it will be very carefully 
considered before you insist upon it. 

Representative HoLirreLp. I am somewhat convinced by your logic, Admiral, 
on that point, and I certainly don’t want to do anything to hurt the morale of 
the employees. 

Possibly I can dispose of this by 2 or 3 questions. The chief of our power 
branch was not consulted on either the Dixon-Yates or Von Treschow proposal? 

Mr. Cook. He participated and sat in on all the discussions of the Von Treschow 
‘roposal. 
acemamnatinlilins HOoLIFIELD. Has he expressed an opinion to you in regard to the 
Dixon-Yates proposal in comparison with the Von Tresckow proposal as to which 
is the best for the public interest? 

Mr. Coox. No, sir; he has not, and I have not asked him for his opinion. 

Senator Kiicorr. I have a question, and perhaps you have testified 
to this. The Dixon-Yates proposal was the West Memphis plant; is 
that correct ¢ 

Mr. Burcu. Yes, sir. 

Senator Kincore. Was that also an independent syndicate or a 
corporation that was going to build the plant? 

Mr. Burcu. As I understand it, it was a coalition, or merger, or 
association of existing private utility companies doing business in 
that area 

Senator Kincorr. In other words, it would become eventually a 
part of a private power setup; is that right ? 

Mr. Burcu. It would become immediately, because under their pro- 
posal they have a right to sell their excess generating capacity to pri- 
vate customers. 

Senator Kitcorr. Was this TVA lines? 

Mr. Burcu. It would go into the TVA lines. 

I am going to bring that out ina minute. I think you have touched 
on a point that was very important. TVA was going to have to build 

1 line halfway across the river to get the power. Then it would go 
tne TVA lines at Memphis. 

Senator Kircore. In other words, there would be the same distribu- 
tion setup in both of them, that the power in the TVA system would 
be used to relieve power needs in the Memphis area so that power 
could be furnished from other sources in TVA’s network to Paducah; 
is that right? 

Mr. Burcu. It is not exactly the same. The difference is this: 
There are a number of differences, but the principal one is that over 
the life of the 30-year contract the Dixon-Yates proposal is costing 
$90 million more than the Von Tresckow proposal at the lowest esti- 
mate and more than $150 million at the highest estimate. 

Senator Kitcore. Let me get back into something else. In the 
Dixon- Yates proposal, would that plant, at the expiration of the con- 
tract, say 30 years, would that plant be privately owned or publicly 
owned ? 

Mr. Burcu. Always privately owned; even though it has been paid 
for the Government never gets it. 

Senator Kitcorr. Whereas, in the proposal you have been discuss- 
ing, when the plant had paid for itself—— 

Mr. Burcu. The Government owns it. 
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Senator Kincore. In other words, the operating cost was taken care 
of by TVA, who, in turn, would sell power to the Government. In 
other words, your oper: ation Was more or less a financing operation ¢ 

Mr. Burcu. That is all it was, for which we got no profits, only 
a fee. 

Instead of having any profits, or owning the plant, or anything 
else, the fee for getting together $100 million, or $110 million of capi- 
tal and doing the work was stipulated at less than 4 percent. 

Four million dollars was the fee, and it was all that this group was 
ever to recelve. 

Senator Kincorr. The purpose of the proposal was so that addi- 
tional indebtedness would not have to be incurred by the Government 
in order to get sufficient steam capacity to take care of Paducah with- 
out de ‘pri iving other contract customers of power; is that right? 

Mr. Burcu. Senator, that is exactly what it was. That was the 
whole deal. 

Senator Kitcore. In other words, it was not a power sale? 

Mr. Burcu. No, sir. 

senator KILGORE. It was a financing deal on the one side, and, on 
the other side, it would be a power sale? 

Mr. Burcu. Yes; between the utility operation and providing of 
facilities. 

I have detailed the sort of negotiations we had with the AEC, Here 
is the kind of negotiations the V had with the ec ompet ing group. 

So that there can be no doubt as to anything about the group that 
justified General Nichols’ reluctance to negotiate with them and to 
sit down and try to work out a good deal, he testified that immediately 
on receipt of my letter, that he checked, had them all investigated, 


and here is his testimony, at page 2038: 

My check on those six groups confirms Mr. Burch’s statement They 
are all very reputable firms In other words, I have no question whatsoever 
about any of them. 

Now, this is the way the negotiation with the Dixon- Yates group 


was carried on, which is diametrically op posite from the way it was 
carried on by us. We met with the c chiefs, they met with the Indians, 
and here is the way they did it. 

I don’t mean there is anything sinister or wrong about this. I am 
not making any charges against anybody, particularly Gibbs & Hill. 

If Mr. Champion said what he said, I think Mr, Champion was 
wrong. I think Mr. Champion could have been misquoted. 

But as to Gibbs & Hill, I could see their situation as I understood it. 

It was during that stage that we talked to Mr. McAfee, Mr. Dixon, 
and Mr. Yates and we did not at that stage have any firm proposal from any- 
body. The first it came up at a Commission meeting was on the 19th of January 
when it was discussed. It was subsequently discussed on the 26th of February. 
At that time we had the initial proposal of Mr. Yates. Incidentally, that was 
a much higher cost to the Government. They were estimating then some six 
or seven hundred million dollars. 

Negotiations brought it down from $700 million to $110, $115, or 
whatever it is. 

I have another minute on March 2 we had another discussion of it as a 
Commission meeting. Another on the 2d of March, a memorandum. On the 
14th of April, of course, we forwarded—we forwarded the letter before then, 
I believe. 
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a9 But we did initiate the Dixon-Yates proposal. In other words, we 
ealled in Mr. McAfee and Mr. Dixon. But we let it be known to various power 
companies; we felt the power companies around the periphery would be in- 
volved. 

Also, the Bureau of the Budget asked certain ones to come see us and par- 
ticipate. I personally talked to Mr. McAfee at one stage of the game, At one 
other time, I talked to Mr. Yates of Southern. I outlined to them what the 
problem was. 

At one stage of the game, Mr. McAfee indicated—as a result of those dis 
cussions when we decided putting another plant in EEI area or expanding 
EEI—it was not good engineering that we should shove to the lower part of the 
TVA system from an engineering point of view. That is one of the reasons 
why Mr. McAfee felt you should be pulling more to the southern companies, in 
other words, a company down there 

It finally culminated when Yates, who is president of the Southern Co., and 
Mr. Dixon, of Middle South, made a joint proposal. But they are involved with 
other little utilities in there. It was decided among them that this is the way 
to handle this particular problem. 

Senator Krrauver. Whose testimony was that é 

Mr. Burcu. General Nichols’. 

Now, gentlemen, as I say, I do not know of any fact or circum- 
stances that would justify me with charging anybody with anything, 
and I don’t. All I know is what I have related. 

I did not know any of these gentlemen. I don’t know Mr. Dixon; 
I don’t know Mr. Yates; I never had any contact with them. 

I only know what the letter said, what the testimony has been, and 
I have related it without adding any charge or indictment because 
Iam not ina position to make any. 

But I do know this, and I am sure of this, and I state this firmly 
and I don’t believe that I am in any way wrong about it: The Gov- 
ernment has been a very great loser in the result. Here is what hap- 
pened : These are the salient differences in the two plants. 

L say this because what has gone before frequently can and should 
be weighed by what happens after. 

For instance, 1f you see friends quarreling and then later see them 
at the a drinking, that means one thing. If you see one dead 
the street, it means something else as to what they said. 

Here _ the effect of all this: There are these differences in the plant. 
In the first place, as the Senator has pointed out, the Dixon- Yates 
plant will never become the propert y of the Government, even after 
it is paid for, and by any system of utility accounting that has any 
general acceptance anywhere, at the end of a 30-year period that plant, 
with normal maintenance, should have a value of not less than $30 
million. 

That is $30 million that the Government gets under the Von Tres- 
ckow proposal that it never gets under the Dixon- Yates proposal. 

The Dixon-Yates plant will be built at West Memphis, Ark., on 
alluvial soil that has been settled out of silt that has been washed 
‘down from up as far as your country, Senator. It requires expensive 
footing work, foundation work. You have to put a levee around it 
to protect it. 

The last time the plant was officially reviewed by any official of the 
Government that I know of was in 1927, when Mr 
in a steamboat during the flood of 1927. 

In the flood of 1927 it was under water. 
and I believe it to be true. 

All that country for 40 miles was covered. 


. Hoover went over 


Such is my information, 








RO POWER POLICY—DIXON-YATES CONTRACT 


The Cuamman. Are you referring to ex-President Hoover, when 
you mention Mr. Hoover? 
~ Mr. Buren. Yes, sir. He was not going over to look over it for 
a power site. He was in charge of the relief at that time. 

Senator Kireorr. Actually, all that area in there across the river 
is mostly swampy; is not that a fact ? 

Mr. Burcu. No, sir; I wouldn’t say that. 

Senator Kincorr. You have a lot of inlets there and all that, do 
you not ¢ 
~ Mr. Burcn. Yes, and a lot of very rich, fertile land in there. 

The Von Tresckow proposal is on this site proposed to be on the 
site selected by TVA. It is on a bluff 30 miles above Memphis. It 
never has been subje t to inundation. 

The test borings have been made. They know the foundations can 
be put in there at a reasonable cost. 

Senator Krravuver. Is it not also true that getting cold water is a 
very important matter in operating a steam plant and that at the Ful- 
ton plant site the river is quite deep around that bluff so that they can 
get very vood cold water, whereas, down at West Memphis they do 
not have that advantage? 

Mr. Burcu. Senator, I do not know. I have not heard that. That 
probably is true, but I am just not in position to say it. 

Senator Krravuver. Being an engineer, I think it is true. 

Mr. Burcu. I am gradually in the way of becoming one, but I have 
not found out about that yet. 

The Dixon-Yates plant requires a tremendous expenditure not only 
of capital cost, but of maintenance to string that cable to carry 600,000 
kilowatts across the Mississippi River, which is a mile wide at that 
point. 

The Von Tresckow proposal hooks right into the TVA system; you 
don’t have to cross the river, you don’t have to maintain the cable. 

This is very important to the people down there. It may not be 
such an important thing to others. But the Dixon-Yates plant, or any 
plant, it is not just their plant, in burning the coal to generate this 
power will throw up in the air over 80 tons of fly ash every day. 

The prevailing wind from this plant site is to the west, and the peo- 
ple of Memphis are upset about that. 

There are other things that are even more important than those that 
I have mentioned. The Dixon-Yates location has no relationship 
whatever to the load growth area of the region. It is for their system, 
as I understand; it is not the point selected by the TVA. 

The TVA selects Fulton. They say, “This is the center of our load 
growth; this is where we want the plant.” 

That is where Von Tresckow is willing to put it. 

It is a longer haul of coal, 30, 40 miles longer haul of coal, to get 
it down to Dixon-Yates than it is to the Von Tresckow proposal. 

Senator Kricore. The coal for both plants would come by barge, 
would it ? 

Mr. Burcu. Yes, sir; both plants. 

These two are more important to me of all that I have mentioned. 
The Dixon- Yates proposal is the first step in the complete dismantle- 
ment of the TVA, for this reason: The idea behind the TVA is that it 
should control its own sources of power, that if by integration of its. 
power with the grid system any savings, that is the basis of TVA. 
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Under this plan, this plant will not own, it will not control the pro- 
duction of power, and it will have to pay for it at rates with which it 
has nothing to do as to making or setting. 

Under the Von Tresckow proposal, the plant will immediately be 
integrated into TVA, and at the end, when it is paid for, it will be- 
come their plant, just as much as the Johnson plant, or any they have 
built. 

Finally, there is the matter of money. The Dixon-Yates proposal, 
over the life of the contract—and these are the figures of the TVA in 
sworn testimony before the joint committee—will cost more than $150 
million more than the TVA can do the job for. 

The Bureau of the Budget, after reconciling every doubtful figure 
and resolving every doubt in favor of the proposal which it was recom- 
mended, said that this will require an expenditure of more than $90 
million over the life of the contract in excess funds above what it would 
cost the TVA to do the job itself. 

Under the Von Tresckow proposal, it will cost exactly what it would 
cost the TVA to do the work, plus $4 million, and with this further 
differential : The Government borrowings now are at a rate, long-term 
borrowings, of about 3 percent, 2.9 somebody testified, and somebody 
else said 3 percent. There is a differential of one-half of 1 percent. 

These bonds would be 314-percent bonds. 

But it is not as great as that because these bonds are not tax free; 
they are taxable, and the interest on the bonds, the appropriate income 
allotments would be recovered. 

Senator Kircore. It used to be tax free, but is not any more. 

Mr. Burcu. I was thinking about utility bonds and municipalities. 

So the difference between the two is, moneywise, beyond Von 
‘Tresckow and TVA, just a few percentage points over the whole cost 
of the deal. 

In addition to that, they get a plant where they want it as a part of 
their system, and they own it. 

Now, what sort of reasoning, what sort of activity resulted in that 
decision, I do not know. It is a function of this committee to see it 
and not me. 

I do know that my connection with this thing is such that I have not 
been satisfied with the way it has been handled or progressed, and I 
am sure the result is wrong. 

The Crairman. Do you have any questions, Senator Kefauver? 

Senator Kreravver. Mr. Burch, after having met with the people in 
charge of the program, that is, the engineers and Mr. Cook and the 
others, and having received some encouragement from Mr. Thaxton 
and others, in your meeting of June 3, did you receive any notice that 
the proposition had been turned down, from them ? 

Mr. Burcu. I never received any notice. I just happened to be in 
the hearing, and I heard him read a letter from the Director of the 
Budget saying that they favored the Dixon-Yates proposal. 

Senator Keravuver. Did they ask you to change any parts of the 
proposal to meet any objections they may have had to any part of it? 

Mr. Burcu. I suppose the answer to that is yes, Senator. Mr. Von 
Tresckow stayed over the following day, and Mr. Thaxton, I believe, 
or maybe Mr. Block—Mr. Von Tresckow can say—called in and asked 
if he would be agreeable, in order to keep some element of risk and 
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interest in the proposal, if the $4 million fee could be deferred over 
the 30-vear period. 

Mr. Von Tresckow said they were perfectly willing not to take the 
fee out all at one time. but to leave that in. 

But there were no substantial sug@estions, ho sitting down across 
the table and saving, “Well. here, boys, I think vou had better change 
this.” or “Will vou change that 2” no horse trading or anything of that 
sort 

Senator Krravver. Was there ai \ objection raised to the Burns 
& McDonald envineers of Kansas City, or the Long Construction Co. ? 

Mr. Buren. Not the slightest. They were generally conceded by 
the people at the AEC, as I understood it, to be known to them and 
they read it. 

Senator Krravver. Did they ever set your group down with the 

Middle South Utility and compare what was going to be best for the 
Government to save the taxpayers money on the merits of both of 
vou there, comparing one proposition with the other ? 
* Mr. Buren. No, sir: and we don’t know yet the intimate details of 
the Dixon-Yates proposal. We were not given any advance know]l- 
edge. All we knew was the report of the Appropriations Commit- 
tee held a month or two earlier. 

Senator Ky FAUVER. As a result of this hearing before the Atomic 
Knergy Joint Committee, of the 16th and 17th, did not three members 
of the Commission state that they were not in favor of this contract? 

Mr. Burcu. They did, sir. 

Senator, this is the most extraordinary thing to me, in this way: I 
don’t see why everybody just did not come up and throw their arms 
around us and take our proposal. It looks to me that it would have 
made everybody happy. It would have given TVA the muscle that 
it needed; it would have taken the TVA out of the debatable area 
where it would not be shot at as in the past. 

It would have txken the AEC out of the power business, where the 
majority of the directors said they had no business to be. 

Mr. Davis. Would it have made Dixon- Yates happy / 

Mr. Burcu. No; it would not have made Dixon-Yates happy, I 
don’t imagine. But I don’t know. They will have to say about that. 

Mr. Davis. It is a safe guess, I assume. 

Mr. James. I concede it. 

Mr. Burcn. It is like trying to wrestle with a shadow, smoke; 
everybody says it is wonderful, they say it is fine. Nobody said 
there is anything wrong with it. It is $150 million cheaper, but why 
can’t we do something about it? Iam completely mystified about the 
way the situation has been. 

Senator Krravver. Mr. Burch, if the AEC, in the business of 
splitting atoms, is to be used as a power broker, power that is not 
going to it, do you see any reason to prevent similar use of AEC to 
furnish power for public bodies in North Dakota, or Bonneville, in 
the Pacific Northwest, anywhere where there is a public power opera- 
tion, to use it as an avenue of contracting for a supply of power with 
private power companies if they allowed this to go through ? 

Mr. Burcu. Senator, you are getting me out of my field. All that 
I have to say is that I know of no reason. 

But that involves a lot of Government and policy regulations that 
I just don’t know anything about. 


oe - 
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Senator Kerauver. Did the Atomic Energy Commission ever ask 
your group to reduce its price or express any dissatisfaction with the 
cost of power that would be furnished by the Von Tresckow group? 

Mr. Burcu. No, never. We never knew what their objections were, 
of if they had an objection, until we attended the meeting of June 16. 

Senator Kerauver. Did they ever send you any formal notice or 
tell any of you that your proposition was being turned down, or give 
any reason for turning it down 4 

Mr. Burcu. They gave a reason in the Bureau of the Budget’s 
letter; not tous. We haven't received any. We heard it read. 

The reasons were silly, in my viewpoint. And I don’t mean any 
disrespect to the Atomic Energy Commission. I think they are a 
fine bunch of people and were doing a good job. 

Senator Kerauver. What were the reasons given / 

Mr. Burcu. Here is what they said: First, they said some of the 
proposals are indefinite. They never specified what they we = or 
gave us an opportunity to make them more definite. They said the 
organization to do the work does not exist. 

Why, as you know, and every lawyer here knows, we can get a 
charter from Tennessee in 24 hours. It is just a simple matter of 
filling out a form. 

The only thing that they suggested that had any substance what- 
ever, in my opinion, was this: It was that under the statute, that the 
AEC had the power to contract for not to exceed 25 years and that 
this would require a contract for 30 years. 

That is true; what they say about that is true. 

The answer to that is that we had proposed—and the TVA has this 
legal authority—that either the contract should be made with the TVA 
and let the TVA take the power—it is going to get it anyway, TVA 
is the one that should have it—or, in the alternative, if they are going 
to insist that AEC be the contracting body, let the AEC take it for 
25 years, with the provision that there be a standby provision with 
TVA which wants the power and needs it, that if AEC cancels, that 
TVA will take it up. 

Now, you have to assume that there is going to be some mutually 
satisfactory contractual relationship between the TVA and somebody ; 
otherwise the Dixon-Yates proposal is a dead duck to start with, be- 
cause before that can work, the TVA has got to agree to take that 
power in the middle of the Mississippi River, it’s got to agree to pay 
for it at rates that it does not set, does not control, and take power 
which it does not generate. 

So some reasonable contractual relationship with TVA is presup- 
posed in this plan, whoever builds the plant. 

All I want—and I think that I, or any other citizen is entitled to 
this—is: Why can’t we sit down with Dixon-Yates, with somebody 
from the General Accounting Office, or somebody charged with the 
fiscal administration of the Government, and let us meet. them head 
to head, and whoever has got the best plan that will give the Govern- 
ment the power at the lowest cost and do less violence to the existing 
system, let them get the business. 

If we have that opportunity I have all that I am entitled to have. 

But I don’t feel we ever have. 

Senator Keravver. Is your group still intact and willing to carry 


on, Mr. Burch ? 
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Mr. Burcu. The moment that this happened we sent a wire to the 
TVA offering to build the plant for them, and we will build a plant 
for the TVA, and we will build it wherever they want it. 

Incidentally, this is a singular thing, and I did not mention it: The 
proof showed that this proposal of the Dixon- Yates group was limited 
to the AEC. 

General Nichols testified they would not make the same proposal 
to the TVA. TVA was a purchaser and was not in business. Why 
it was, I do not know. 

Senator Keravuver. Let us follow that a minute. The atomic-energy 
plant at Paducah would get the power in either event ; would it not ? 
I mean it would be able to use some TVA power in either event, and 
the TVA would use the power from the steam plant; is that not 
correct / 

Mr. Burcu. Yes. 

Senator Krrauver. That is strange, Mr. Chairman, that they did 
not want the Tennessee Valley Authority to enter into a contract and 
limited negotiations to the AEC. 

Was any reason given for that, Mr. Burch? 

Mr. Burcu. The implication that I got from Mr. Nichols’ testi- 
mony—and I can locate it and read it to you—is that it was felt that 
there was a position to be maintained in the utility field and that the 
TVA was regarded as a threat to the utility business and that they 
would not contract with the TVA except at very much higher rates. 

That is my construction of the testimony. That may not be fair; 
and before I would say that it was the meaning of it, it should be 
read. But that was the meaning I got from it. 

Senator Kreravuver. This business here puts the Atomic Energy 
Commission in the power business as a power broker, does it not? 

Mr. Buren. I think so. It means they are going to buy power 
from the Dixon-Yates or somebody at Memphis, which will be deliv- 
ered to the TVA, and then they will take power out of the system 
up at Paducah. 

Senator Keravuver. How long is the proposed Dixon-Yates con- 
tract for? 

Mr. Burcu. I believe 30 years, although I am not 

Mr. James. Twenty-five, because you know it is over two 5-year 
periods, with an adjustment for a cost of money. 

Mr. Burcu. Yes, sir. 

Senator Kerauver. Even assuming that the Atomic Energy Com- 
mission pays money out of the Treasury for the Dixon-Yates power, 
at the termination of that contract the TVA would be at the mercy 
of the Middle South as to the cost of power it bought from that facility, 
would it not? 

Mr. Burcu. I would think so. 

Senator Keravver. They would have to have the power. There 
would be the steam plant there, 600,000 kilowatts. 

They would just have to pay what the utility almost asked them 
for, would they not? 

Mr. Burcn. I would think the answer is “Yes,” Senator. 

Senator Krravver. That would completely destroy the TVA power 
yardstick, would it not, Mr. Burch? 

Mr. Burcu. The TVA power vardstick is destroyed the day they 
make the connection, because the TVA then is going to have to pay at 
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a rate at which the efficiency of their operation and the grid distribu- 
tion does not enter into making that rate. 

The day that the TVA is forced to buy a kilowatt of power that it 
does not own the facilities for producing it and does not control the 
rate of production, the cost of production, TVA, as it has existed, is 
a dead duck. 

Senator Krrauver. The day the TVA has to buy power from a 
steam plant located at a place that is expensive to build and expen- 
sive to hook up with, that also adversely affects the TVA rates, does 
it not? 

Mr. Burcu. The proof shows in this case—and this is not contro- 
verted; I mean reasoneble minds can’t disagree about this, because 
this is all the proof—the Bureau of the Budget says, “This is going 
to cost more than $90 million.” 

The TVA says it is going to cost more than $150 million. 

So in the absence of any other group, you have to figure that this 
deal is costing the Government a minimum of $90 million and a maxi- 
mum of $150 million more than it would cost the TVA to do it, and 
substantially that over the Von Tresckow proposal. 

Senator, here is what I can’t understand, and it just never has 
dawned on me why business cannot be done this way. A steam plant 
has to be located somewhere in the Tennessee Valley; we know that. 

The Government has to have the power, the area has to have the 
power. 

Why not say we are going to build this plant where it is needed 
and we are going to do business in the open like we do business about 
buying everything else and we are going to advertise for bids and we 
are going to have a public letting and we are going to give everybody 
a chance and the best bidder will get the business ? 

I cannot understand why the steam plant cannot be built the same 
way. 

Senator Keravver. Incidentally, was there not a letter from the 
General Accounting Office suggesting that that be done? I never heard 
why it was not done, or being done. 

Mr. Burcu. I can get it. 

Senator Kerauver. I wou!d like that to be made an exhibit. 

The Cuarrman. That will be exhibit 22. 

(The document referred to was marked “Exhibit No. 22” for iden- 
tification, and filed for the record.) 

(Document not furnished in time to be printed.) 

Mr. James. Mr. Chairman, I would like again to thank the com- 
mittee for allowing me to appear here. I would like to ask that if 
there is nothing in the transcript that is of a confidential nature, may 
I have a copy of it, so far as it has gone? 

The Cuatrman. Not right now, sir. We will give it out all at once. 

Mr. James. The second thing I would like to ask is a copy of the 
so-called specifications referred to here, which were issued by the 
AEC, because, frankly, I have not seen them. 

Senator Keravver. They are in the Congressional Record. 

Mr. James. My client never saw them until he read about it in the 
paper. 

Mr. Davis. Apparently they were available. 

Senator Keravuver. Do you represent Dixon and Yates? 

Mr. James. That is right. 
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Senator Keravver. They have never seen the specifications / 

Mr. James. They were never given specifications. 

Mr. Davis. On what basis did they submit a bid ? 

Mr. James. They were asked to submit a proposal, and they got 
up their own proposal, but we never have had any spec ifications. 

Mr. Burcu. The Atomic Ene rgy proposed spec ications to Dixon 
and Yates, and Dixon and ia ates did not meet the Atomic Energy 
specifications; is that the way it worked ? 

Mr. James. We never saw the Atomic Energy specifications, Mr. 
Burch. I would like to have a copy. 

Sen: on Kerauver. Are you sure about that, sir? 

Mr. James. I am certain. 

Senator Kerauver. Do you mean your engineer did not see it? 

Mr. James. Our engineers never saw that. We read about them in 
the paper in connection with the hearings, but I personally have never 
seen them. 

Mr. Burcu. I think it is unfairness in what they say. 

If you are asking me for an answer, I don’t think it is fair to re- 
lease mine unless you release theirs. 

Senator Kerauver. To make it all public. 

Mr. Burcu. I did not say there was any reason for an executive 
session. 

The CuarrMan. We can decide that after lunch. 

In the meantime, we will identify your data sheet as exhibit 23. 

(The document referred to was marked “Burch exhibit No. 23” for 
identification, and is as follows:) 


BurcH EXxuIsitT 23 
DATA SHEET 


For electric-power requirements to replace 600 megawatts of firm power now 
under contract with TVA to the Atomic Energy Commission's diffusion plant 
at Paducah. 

1. Purpose: For proposals to the Atomic Energy Commission leading to con- 
tractual arrangements for 600,000 kilowatts of firm power as replacement of 
firm power now under contract with TVA for a period not to exceed 25 years 
with provisions for 2- to 5-year extensions at the option of AEC. 

2. Basie data for additional power supply: 

(a) Contract demand, 600,000 kilowatts firm required at the earliest 
reasonable date. 

(b) Power factor, 93 percent 

(c) Load factor, 70 to 98 percent. 

(d) Dependable backup to permit year-round operation at 600,000 kilo- 
watts to provide for shutdown for normal maintenance operations. 

(ec) Excess generating capacity may be used by supplier for sale to others 
or for own use when not needed by AEC provided reasonable credit accrues 
to AKC 

(f) Delivery to TVA for the account of AEC at points near or at Mem- 
phis, Tenn., for use in the Memphis area by TVA as a replacement of energy 
being delivered by TVA to the Paducah gaseous diffusion plant. 

(g) For planning and estimating purposes, it is to be assumed that au- 
thorizations necessary for full-scale start of design, purchasing, and con- 
struction activities will be forthcoming within 60 days. 

(h) It should be assumed that the AEC will extend to the power supplier 
such priorities assistance as is within the authority of the AEC to extend 
for procurement of materials and equipment necessary for construction of 
additional powerplant facilities and transmission lines. 
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3. Proposals to be developed: A firm proposal should be presented under which 
600,000 kilowatts firm power would be supplied. The following information 


should be included in the proposal: 

(a) Contract terms including unit costs and any applicable escalation 
provisions of the permanent power supply to the Atomic Energy Commis- 
sion. The method of unit cost calculation should be shown. Cancellation 
or minimum bill terms should be defined. All escalation except for fuel 
and taxes is to be limited to application of recognized indices. On construe- 
tion costs we prefer a firm price with no escalation insofar as construction 
costs are concerned. We will, however, consider escalation provisions up 
or down based on recognized construction cost indices, or actual cost with a 
ceiling whereby a target cost is established and we participate 50-50 in de- 
creases and increases to a maximum total cost increase of 9 percent above 
target price. If escalation is provided in the proposal AEC will require that 
it be permitted to exercise reasonable control over items affected by escala- 
tion such as design and construction, 


° (b) Schedule for firm power delivery based on attainable schedules for 
boiler and turbogenerator installation. 
(c) Indication of site location for new powerplant facilities, i. e., in the 
: immediate locale of the point of utilization or at some distance. Economic 
: i and other factors considered in site determination. 
; (d) Indication as to the size, number, and type of generator and boiler 
y units proposed for the new facilities with manufacturers guaranteed per- 
formance data. 

(e) Corporate identification of group or individual firm submitting pro- 

posal. Include information on the following : 
(1) What organization would be utilized for design and construction 
of the plant or plants? 
(2) What organization will provide the nucleus of the staff required 
for operation of the plant or plants? 
(f) Time schedule of steps to be taken by the organization before entering 
into a formal contract; e. g., incorporation (if new corporation is planned), 
SEC approval for necessary financing, approval of State utility commissions 
(if required), and FPC approval (if required). 

(7) Indication of the source or sources from which coal will be obtained, 
the price at the mine, the price delivered at the site, showing B. t. u. value 
and cost/million B. t. u. and escalation factors, and t'’e extent these prices 
are supported by firm offers. 

4. It is desired that the proposal include information as follows: 
A. Facilities to be provided: 

(1) A description of the site of the plant to be constructed, 

(2) A description of the plant facilities. 

(3) A description of the transmission lines giving the type, size, and 
capacity and whether or not river crossines will be involved. In order to 
tie into the TVA system, the delivery voltage and transmission should be 
based on 161,000 volts. 

B. Capital requirements : 

(1) Production plant: 

(a) Generating plant costs ; $ 
‘ (b) Cost of step-up substation 


(c) Subtotal, cost of generating plant and step-up 
substation eal 
(d) Interest during construction generating plant 
and step-up substation 
. . (ce) Cost of financing ; 
(f) Total cost, production plant 
(2) Transmission plant: 
(a) Transmission line cost 
(b) Transmission line interest during construe- 
tion _ ite dll 
(c) Subtotal, transmission line cost 
(d) Cost of financing 
; (e) Total cost, transmission plant 
(3) Other: 
(a) Working capital 
(b) Other capital required, describe 
(c) Total, other 2 


(4) Total capital requirements ; 
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C. Funding: 
(1) Indicate the amount of equity capital to be supplied and the 
rate of return before and after Federal income taxes : Sones 
(2) Indicate the amount of long-term debt and the period of 
amortization and interest rate, commitment fee during construction, 
and the names of institutional investors who may supply the required 
funds - c : : oe 
(3) Total funding a Grepdacsans 
D. Estimated annual charges: i 
(1) Fixed charges, production plant (based on firm or } 
target construction costs) | 
Annual charges 


Total for 
To AEC plant 


(a) Amortization Baccs $3: “* 
(b) Interest on bonds ot = 
(c) Return on equity ee nia “i aD b soatpenctes . ‘ 


(d) Insurance oe Soph i ttdencennens 
(e) Cost of replacements and a method of pay- 
ment. Will such costs be included as part 
of the rate for power or will they be billed 
on an actual basis as they are made? In the 
latter case AEC will require that a limita- 
tion be placed on the cost of replacements 
for which it will be liable basa aaa 
(f) Total, fixed charges, production plant (exclu 
sive of taxes) , ican 
(2) Production charges: 
(a) Fixed operation ibs ecics tuoi t im 
(b) Fixed maintenance ” hasan 
(c) Total, fixed operation and ms aintens ance __ : , Seach 
(d) Variable operation. Indicate cost for load 
factors of 70 to 98 percent__ : 
(ec) Variable maintenance. Indicate cost for load 
factors of 70 to 98 percent — : asa 
(f) Total, variable operation and maintenance___  _- me tihdenn sa 
(9g) Total, operation and maintenance 
(h) Fuel. Indicate the cost of fuel delivered, the 
cost for transportation of fuel included in 
t'e estimate. Indicate the expected heat 
rate at the generator bus, at the high volt- 
age bus and at the delivery point. Curves 
should be supplied if available____________- 
(3) Other production charges__-_ ab elaib ea Senility ah deke eh 4 hip Araesctrcies 
Indicate other charges not included above with 
full description and explanation. 
(4) Total, production charges_______- 
(5) Fixed charges transmission plant: 
(a) Amortization___ 
(b) Interest on bonds ; 
(CO) <cReneee Om III ce et 
(d) Insurance___-- Fe a ee 
(e) Replacements 
(f) Total, fixed charges tr: insmission pl: ant___ — 
(6) Transmission operation and maintenance: - » 
LS). Rens, SeenenneN. DANG GL Bale ee ae Lt Cece 
(8) General administrative__-__- Mmm titdhiandin pee te be costmenian 
(9) Total annual charges (exclusive OP wamedee 2525. ae adie 
(10) Taxes: 
(a) Federal, give information supporting the 
estimate 2 ‘ . ; Rinks 
(b) State and local. Give information supporting 
ES ee ae ee sae ee mesic 
(c) Total taxes 7 : i i 
(11) Total annual charges (including taxes) ___ pi A cen Fe 
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The Cuarrman. I will offer an amendment to the tax bill this 
afternoon, and suppose we meet at 3 o’clock. 
Will that be all right with you gentlemen ? 
Verv well. we will recess now until 3 o’clock this afternoon. 
(Thereupon, at 1:10 p. m., the hearing was recessed, to reconvene 
at 3 p. m., same day.) 
AFTERNOON SESSION 


The Cuarrman. The meeting will come to order. 

You may proceed. 

Mr. Davis. We are still in executive session, Mr. Chairman ¢ 

The CuarrMan. Yes. 

Mr. Davis. Will you gentleman excuse us, please ? 

Senator Keravuver. I believe I saw Mr. Burch. 

Mr. Burcu. Yes, sir; I am here. 

Are you through with me, Mr. Davis? 

Mr. Davis. Yes, sir; lam. Is Mr. Von Tresckow coming? Have 
you seen him? 

Senator Kerravver. Mr. Chairman, are you through with Mr, 
Burch? 

The Cuarrman. Yes. 

Mr. Burcu. Am I excused, sir? 

The Cuatrman. You are if these gentlemen are through with you. 

Senator Keravuver. I think Mr. Burch had better stay in the room. 

Mr. Davis. How about Mr. Von Tresckow? Is he coming back? 

Mr. Burcu. He has gone to get the papers. I haven’t got my file. 

Mr. Davis. Mr. Chairman, what are we going to do in this session ? 
Shall I continue in executive session or shall I open it to the public? 

Senator Keravuver. My feeling is that if Mr. Burch’s testimony 
could be made available to the press at the same time the others testify, 
we could have it public, but since he has testified in executive session 
I guess we had better have the other two witnesses in executive session 
and give it all out at the same time. 

The Carman. All right. Of course, you know I am always in 
favor of open hearings. 

Senator Kerauver. I know. I think the whole thing should have 
been open. 

The CuatrmMan. Call your next witness. 

Mr. James. Are you going to have the testimony on the other side 
before you make anything public? 

Mr. Davis. If by the other side you mean Mr. Sloan and Mr. Von 
Tresckow—is that what you mean ? 

Mr. James. It depends on what comes out here. There are all sorts 
of things said here that are not facts. There would be quite a differ- 
ent slant put on it. 

The Cuarrman. Call your next witness. 

Senator Keravuver. Mr. Von Tresckow is the next witness. 

Mr. Davis. No. I would like to call Mr. Sloan to the stand. 

Mr. Sloan, would you step over here ? 

Do you gentlemen want to sit with Mr. Sloan? 

The Cuarrman. Do you solemnly swear that the testimony you shall 
give will be the truth, the whole truth, and nothing but the truth, so 
help you God? 

Mr. Stoan. I do. 
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STATEMENT OF DAVID B. SLOAN, PRESIDENT, GIBBS & HILL, INC., 
NEW YORK N. Y., ACCOMPANIED BY HIS COUNSEL, CARL H. Mc- 
CLURE III, PUTNEY, TWOMBLY, HALL & SKIDMORE, NEW 
YORK N. Y. 


Mr. Davis. Mr. Sloan, will you state your name and address for 
the record, please ¢ 

Mr. Sioan. David B. Sloan. 

Mr. Davis. What is your occupation, sir? 

Mr. Siuoan. Professional engineer and president of Gibbs & Hill, 

Inc. 

Mir. Davis. How long have you been president of Gibbs & Hill? , 

Mr. Sioan. Since December 1953. 

Mr. Davis. Are you accompanied by counsel, sir ‘ 

Mr. Stoan. I am. 

Mr. Davis. Will vou identify him? 

Mr. Stoan. Mr. McClure, Mr. Carl McClure, of the firm of Putney, 

Hall, Twombly & Skidmore, New York City. 

Mr. Davis. Are any of your associates in the room ¢ 

Mr. Stoan. Mr. Champien, our vice president in charge of new 
business, and Mr. Saxe, vice president and chief engineer, are here 
with me. 

Mr. Davis. Mr. Sloan, how many employees does Gibbs & Hill have, 
roughly ¢ 

Mr. Stoanx. At the moment / 

Mr. Davis. Yes. 

Mr. Stoan. About 330 in New York. We have about 30 or 40 in 
Los Angeles. That does not include certain construction operations 
which we have, and they are of a temporary nature, and we do not 
generally refer to them as our permanent staff. 

Mr. Davis. What sort of engineering work do you do, sir? 

Mr. Suoan. I think it was very fittingly expressed in the Vermont 
venerating station brochure. We design and do construction work for 
railroads, the public-utility industry, primarily in the power field, 
and generation and transmission and distribution. 

Mr. Davis. Mr. Sloan, are you acquainted with Walter Von Tres- 
ckow ? 

Mr. Sioan. I am. 

Mr. Davis. When and where did you meet him ¢ 

Mr. Stoan. It was during 1953. This is a guess. I would guess 
about June or July of 1953, perhaps before that. 

Mr. Davis. How did you come to meet him, sir? 

Mr. Siroan. He came to our office when my predecessor was presi- . 
dent, and 

Mr. Davis. What was his name? 

Mr. Suoan. Mr. E. C. Johnson. 

Mr. Davis. Mr. E. C. Johnson. 

Mr. Stoan. Mr. E. C. Jolinson asked me to come to his office, and 
Mr. Von Tresckow was there, and at that time Mr. Von Tresckow 
had come there to discuss the Vermont generating station proposition. 

Mr. Davis. Had you had any prior relationship with Mr. Von 
Tresckow ¢ 

Mr. Sioan. No, 
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Mr. Davis. He came to see you on a business matter? Is that cor- 
rect ¢ 

Mr. Stoan. That is correct. 

Mr. Davis. Was Mr. Von Tresckow known to you or to members 
of your staff or firm ¢ 

Mr. Stoan. He was not known to me prior to that time. I subse- 
quently found out that he had at one time been a vice president of 
the Hanover Bank, and I heard—and then in discussing the matter 
with some of my friends with the Hanover Bank I lear ned more about 
Mr. Von Tresckow. 

Mr. Davis. Did you learn whether he was a reputable businessman ? 

Mr. Sioan. Yes. 

Mr. Davis. He was of good reputation, sir? 

Mr. Sioan. That is correct. 

Mr. Davis. You say that he came to see you with regard to a pro- 
po ed Vermont generating station ? 

Mr. Sioan. Correct. 

Mr. Davis. Did he make a proposal to you with regard to that? 

Mr. Stoan. I don’t know whether you could quite use the term 
“proposal,” 

Mr. Davis. Well, then, will you tell us what your discussion with 
him was with regard to that matter ? 

Mr. Sioan. Yes. He outlined the situation in Vermont, which, 
again, is covered in the brochure, and asked us whether we would 
be interested in doing some preliminary engineering work whereby 
this brochure might be prepared for presentation to interested parties, 
The benefit which might ultimately accrue to Gibbs & Hill being the 
fact that we might be the designers or constructors of the Vermont 
generating station if and when it deve loped, or became a reality, 

Mr. Davis. How many meetings did you or any member of your 
firm have with Mr. Von Tresckow with regard to the Vermont plant, 
roughly ¢ ¢ 

Mr. Stoan. I would guess 5 or 6. 

Mr. Davis. Did you do any work for Mr. Von Tresckow with regard 
to that proposal ¢ 

Mr. Sioan.. Yes. 

Mr. Davis. Will you please state the nature of what you did? 

Mr. Stoan. We prepared most of the figures and data in that 
brochure. 

Mr. Davis. Exhibit B. 

Mr. Sioan. Exhibit 2. 

Mr. Davis. Exhibit 2, I am sorry. 

Mr. Sitoan. Let me qualify that, please. With respect to the first 
costs and costs of energy. But so far as financing was concerned, we 
did not work up any of those figures. 

Mr. Davis. But you are familiar with this brochure? 

Mr. Stoan. Yes. 

Mr. Davis. And the purpose for which it was used ? 

Mr. Stoan. Yes. 

Mr. Davis. Did you see copies of this brochure before it was sent 
out ¢ 

Mr. Stoan. Yes. 
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Mr. Davis. On page 8 of this brochure the firm of Gibbs & Hill, Inc., 
of New York City, is listed as the consulting engineers for the pro- 
posal embodied in the brochure. Was that with your consent, sir? 

Mr. Svoan. That is correct. I would like to add at this time that 
it was solely in connection with that proposal. 

Mr. Davis. But you did consent to have your name used in this 
connection ¢ 

Mr. Stoan. In connection with that specific proposal. 

Mr. Davis. Did you write a letter consenting to the use of your 
name, or was this an oral agreement ? 

Mr. Sitoan. Oral agreement. 

Mr. Davis. Do you still consider yourself to be the engineer on this 
project ¢ ; 

Mr. Stoan. The Vermont generating station ? 

Mr. Davis. Yes. 

Mr. Stoan. As I said before, if it becomes a reality we are hopeful 
that we can work out an agreement whereby we might render the 
engineering and construction services. 

Mr. Davis. I wonder, Mr. Sloan, if you can tell us in some greater 
detail than you have something about the oral approval given by 
you to Mr. Von Tresckow to use your name or the name of your firm 
in connection with this Vermont plant? Was this in a meeting you 
had with him, sir, or over the telephone? 

Mr. Stoan. No. I think it was something that developed over 3 
or 4 or 5 or 6 meetings that we had. He evidently asked for certain 
figures, certain facts, certain information, which we worked up, and 
which have been incorporated in that brochure. And the tacit under- 
standing between us was that if and when that became a job, then, if 
we could work out an agreement satisfactory to both of us, we would 
be the engineers who would design and supervise the construction, or 
perhaps construct firsthand that particular job. 

Mr. Davis. You say it was a tacit understanding? 

Mr. Stoan. Well—— 

Mr. Davis. Is that correct, sir? 

Mr. Stoan. I would say that was a correct statement; yes. 

Mr. Davis. It was an express understanding, however ? 

Mr. Stoan. It was not expressed in writing; it was expressed 
verbally. 

Mr. Davis. Was it implied or expressed ? 

Mr. Stoan. No. That was expressed between us that that was what 
was in Mr. Von Tresckow’s mind. It was on that basis that we 
developed these facts and figures. 

Mr. Davis. You have testified, I believe, that your understanding 
was that the use of the name of your firm as consulting engineers was 
limited to the Vermont project ? 

Mr. Stoan. Absolutely. 

Mr. Davis. Did you say so specifically to Mr. Von Tresckow ? 

Mr. Stoan. No, sir. As of the time that brochure was presented 
there was nothing else being considered. That was the one and only 
project on which we had furnished any information or worked up 
any data. 

Mr. Davis. Do you know over how long a period of time this 
brochure was nas @ ‘irculated and whether it is still being circulated ? 

Mr. Stoan. I don’t know whether it is still being circulated. I 
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assume there is a date in there which would indicate when it was 
originally issued. 

Mr. Davis. This was issued in January 1954. I don’t know whether 
that is the date of issue or not. 

Mr. Stoan. I would say that was approximately correct. 

Mr. Davis. Does Mr. Von Tresckow still have permission to use 
or continue the use of your name as engineers on this project and in 
this brochure? 

Mr. Stoan. We have never withdrawn it. 

Mr. Davis. Were any letters or memoranda written of any kind 
with regard to your association—and by you I mean your firm—your 
association with Mr. Von Tresckow on this project ? 

Mr. Stoan. I am sure there—I don’t know that there were any 
exchanges of letters. I am certain that some of the things we dis- 
cussed were reduced to memorandum form. 

Mr. Davis. Was any attempt made to reduce to writing the terms 
of your relationship with him with regard to this project ? 

Mr. Stoan. There was an exchange of correspondence in which we 
clarified a meeting—I think it was Mr. Saxe and I had with Mr. Von 
Tresckow with respect to our joint understanding as far as future 
financial arrangements might be concerned with respect to this par- 
ticular project. 

Mr. Davis. You don’t have that memorandum with you ? 

Mr. Stoan. I do not. 

Mr. Davis. Would you know the approximate date of that memo- 
randum, sir? 

Mr. Sitoan. I would guess that perhaps—No, I couldn’t hazard a 
auess, 

Mr. Davis. You couldn’t? 

Mr. Stoan. After the first of the year, I would think. 

Mr. Davis. Would January 7 be correct ? 

Mr. Stoan. I wouldn’t know unless I saw it. 

Mr. Davis. I have here a memorandum dated January 7, 1954, that 
appears to be an original, and it is entitled “Memo to File” and is 
signed “D. B.S.,” apparently you, having been transcribed by “W. F.,” 
and I show it to you, sir, and ask you whether it refreshes your recol- 
lection. 

May we mark that as “Sloan exhibit No. 1.” 

(The document referred to was marked “Sloan exhibit No. 1” and 
is as follows :) 


SLOAN Exursir 1 
Mrwo TO FILE, JANUARY 7, 1954 


In response to Mr. Von Tresckow’s letter of December 28, J. B. Saxe and the 
writer met with Mr. Von Tresckow for luncheon at the Engineers’ Club on 
January 7, following which a general discussion took place covering items set 
forth in his letter as follows: 

1. With respect to his compensation, it was pointed out to him that wheraen 
our total cost to the client consisting of reimbursable costs plus a fee of 3% 
percent of the estimated construction cost of $80 million would be in the order 
of $2 million, it was entireivy unreasonable for him to expect 10 percent of this 
$2 million by way of compensation. It was further pointed out to him that our 
fee based on the above 344 percent would be $1,050,000, leaving $950,000 as our 
reimbursable engineering cost. Overhead would amount to approximately one- 
half of the $950,000, or $475,000, which would leave a profit of $575,000. We 
told him that there was some precedent in Gibbs & Hill for paying a finder’s fee 
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of 10 percent of our profit, which would be $57,500, and that we would be willing 
to proceed on this basis. 

We stated, however, that it would be much more clean cut to translate this 
amount into a percentage of our gross fee ($1,050,000), since this gross fee would 
be payable on some sort of an established schedule on the basis of which partial 
payments might be made. Furthermore, the necessity of delving into our cost 
records would be obviated. 

2. Mr. Saxe stated that undoubtedly a detailed load-growth study and a 
capacity study would be necessary before financial arrangements were concluded, 
and that quite possibly a detailed definitive estimate might also be required. Our 
total estimated out-of-pocket costs to prepare these studies and estimates would 
be in the order of $25,000 to $30,000. We indicated to Mr. Von Tresckow that 
we would certainly be willing to proceed with the load-growth study and detailed 
capacity study whenever necessary, and that if there were strong indications that 
the project might come to fruition we would also be willing to prepare the detailed 
definitive estimate. Mr. Von Tresckow stated at that point that he felt we 
should be reimbursed for any detailed definitive estimate which we might pre- 
pare. Prior to proceeding with the preparation of any definitive estimate a 
determination would be made as to how the costs would be borne if the project 
did not become a reality. 

Mr. Von Tresckow was told that we would be willing to accept common stock 
in Vermont Generating Station in recognition of and in proportion to our con- 
tributions toward development of the project. Mr. Von Tresckow indicated gen- 
eral agreement with this thought and rasied the question as to whether such 
shares should be in the name of individuals or in the name of Gibbs & Hill, Inc. 
He was told that it was virtually impossible to have the shares in the names 
of individuals, since we had some 130 stockholders, and since the risk money 
was being advanced by the corporation. 

3. Mr. Von Tresckow stated that it was now necessary for him to give serious 
thought to sources of funds to tide him over until such time as his participation 
in the profits of the develoyment come to hand, and asked whether Gibbs & Hill 
might look on his efforts as new business endeavors for the corporation on the 
basis of which Gibbs & Hill would be willing to make advances to him. 

We told Mr. Von Tresckow that previous experiences of this nature had been 
unfortunate, and that it would in all probability be difficult to persuade the 
board of directors to look on the idea favorably. He was told, however, that as 
of the time Vermont Generating Station became a reality it was thought that 
no serious objection would be raised to making advances against his participation 
in our fee, and that prior to this time the possibility of an arrangement of this 
sort would improve as favorable developments occurred. 

Mr. Stoan. This is the memorandum I have reference to. 

May I read this to refresh my memory ? 

Mr. Davis. Certainly, take your time. 

Mr. Stoan. May I inquire—— 

Mr. Davis. Is that the one, sir? 

Mr. Stoan. That is the one I referred to. 

Mr. Davis. Am I correct in stating, sir, that this memorandum is a 
rather detailed memorandum setting forth in some detail the financial 
relationship you had with Mr. Von Tresckow on this Vermont deal? 

Mr. Stoan. I don’t think it sets forth the financial arrangement we 
had. It sets forth what we might work out. 

Mr. Davis. But there was some area of agreement between the two 
of you as to what the terms would be if the project should eventuate ? 

Mr. Stoan. We indicated this was what we thought migh be accept- 
able to our board of directors, again if the Vermont Generating Sta- 
tion became a reality and we received the assignment. 

Mr. Davis. I am assuming, of course, in all of my questions as to 
this if the Vermont plant became a reality. 

Mr. Stoan. Yes. 

Mr. Davis. You estimated your out-of-pocket costs here to be in 
the vicinity of $25,000 to $30,000. You are fairly specific as to that. 
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Mr. Stoan. I think that referred to certain more or less detailed 
preliminary information which might be required in our opinion if 
proper financing might be arranged. 

Mr. Davis. Well, you also pointed out that your fee, based on cer- 
tain figures, if this should eventuate, would be in the neighborhood of 
a certain figure here. That is a specific figure. 

Mr. Stoan. I think that refers to—that would be in the event that 
the plant was designed and constructed, and our fee would be cer- 
tain 

Mr. Davis. Let me read you the first sentence here. This is a memo- 
randum of a meeting between Mr. Saxe, who is one of your vice 
presidents—— 

Mr. Stoan. A meeting between Mr. Saxe, Mr. Von Tresckow, and 
myself. 

Mr. Davis. And yourself. At the Engineers Club on January 7. 
That is in New York. 

Mr. Sioan. That is correct. 

Mr. Davis. And this is your memo to the file about this, of what 
was said; is that correct ? 

Mr. Sioan. That is correct, which I transmitted to Mr. Von 
Tresckow. 

Mr. Davis. Yes; you transmitted it to Mr. Von Tresckow. I read 
the first sentence: 

With respect to his compensation, it was pointed out to him that whereas our 
total cost to the client consisting of reimbursable costs plus a fee of 3% percent 
of the estimated construction cost of $30 million would be in the order of $2 
million, it was entirely unreasonable for him to expect 10 percent of this $2 million 
by way of compensation. It was further pointed out to him that our fee, based 
on the above 3% percent, would be $1,050,000, leaving $950,000 as our reim- 
bursable engineering cost. Overhead would amount to approximately one-half 
of the $950,000, or $475,000, which would leave a profit of $575,000. 

Is that correct ¢ 

Mr. Stoan. Those are approximately. 

Mr. Davis. Aren’t those reasonably detailed figures, and aren’t they 
reasonably accurate in terms of establishing a fairly definite financial 
relationship ¢ 

Mr. Stoan. Based on a certain estimated construction cost, that 
would be the order of our reimbursable costs, our overhead and the 
fee that we mirht expect. 

Mr. Davre. But there was nothing especially vague about your rela- 
tionship with Mr. Von Tresckow with regard to this matter ? 

Mr. Stoin. As fav as the Vermont generating station was con- 
cerned ? 

Mr. Davis. Yes. 

Mr. Stoan. f would say not. There was no contract between us. 
There was an ora! understanding that if it became a reality we would 
do the work if the work developed. We talked about this would be 
about the order of the figures which would be involved. 

Mr. Davis. What is the present status of the construction of that 
project ¢ 

Mr. Stoan. I don’t know. 

Mr. Davis. You have not withdrawn your firm from this project? 

Mr. Stoan. No. We have indicated—excuse me; let me qualify 
that. We have indicated to Mr. Von Tresckow that in view of the 
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position we have had to take with respect to the Tennessee Valley job 
that he was completely free to negotiate with other engineers if he 
saw fit. 

Mr. Davis. Yes; but I am asking you about the Vermont generating 
plant. 

Mr. Stoan. That is what I am talking about. 

Mr. Davis. So if I were to ask you whether you have any present 
business associations with Mr. Von Tresckow would you say that you 
do have in the sense that that is a business relationship ¢ 

Mr. Sioan. To the extent that he wants us to participate in the Ver- 
mont generating station; yes. He is completely free to ask us to render 
engineering services on the Vermont generating station or not, as he 
sees fit. 

Mr. Davis. And to that extent you have undertaken some commit- 
ment to him, haven’t you ? 

Mr. Stoan. In what sense? 

Mr. Davis. I would rather have the witness answer the question, 
Mr. McClure. He is free to confer with you at any time. 

Mr. Stoan. Would you repeat the question ? 

Mr. Davis. Do you have any present business relationships with Mr. 
Von Tresckow ? 

Mr. Stoan. I would say only to the extent that he might indicate 
he would want us to continue to render service on the Vermont gener- 
ating station. 

Mr. Davis. I see. 

If he wanted you to continue would you be prepared to continue ? 

Mr. Stoan. Subject to the working out of an agreement between 
us which was satisfactory to our board of directors, yes, on the Ver- 
mont generating station. 

Mr. Davis. Is it correct then—and you correct me if I am wrong, 
sir—to say that you have some kind of a business relationship—I 
wouldn’t characterize the nature of it; it was not contractual; there 
was apparently no binding contract between you—but you have 
entered into a memorandum which is fairly detailed and specific, 
indicating that if the Vermont project comes to fruition the two of 
you would go along together on that basis ? 

Mr. Stoan. On that. general basis if Mr. Von Tresckow sees fit to 
want us to do it. 

Mr. Davis. Did Mr. Von Tresckow ever approach you or your firm 
sir, with regard to the construction of a 660,000-kilowatt electric gen- 
erating plant? 

Mr. Stoan. I would say that that is just about all that he did. May 
I tell you the , 

Mr. Davis. Yes. 

Mr. Stoan. Mr. Von Tresckow was away for 6 months—6 weeks to 
2 months in Arizona. When he came back—— 

Mr. Davis. May I interrupt? I would like to fix the time. Can 
you tell us about what period of time you are t ulking about ¢ 

Mr. Stoan. I think that the first time that Mr. Von Tresckow ad- 
vised us that there was a 600,000-kilowatt job in the Tennessee Valley 
area was on April 16. 

Mr. Davis. April 16. When did he first speak to you about : 
600,000-kilowatt plant anywhere ? 

Mr. Stoan. To the best of my knowledge, on April 16. 
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Mr. Davis. On April 16 you say he first advised you about the con- 
struction of a 660,000-kilowatt electric generating plant in the Ten- 
nessee area ¢ 

Mr. Sioan. He indicated to us that there might be some possibility 
of working out a proposition similar to the Vermont generating station 
proposition for a plant of approximately 600,000-kilowatt capacity in 
the Tennessee Valley area. 

Mr. Davis. You say he indicated to you, sir. Was that in a tele- 
phone conversation or by letter or what ¢ 

Mr. Stoan. No. He came in the office and sat down and told us that. 

Mr. Davis. Who was present at that meeting ¢ 

Mr. Stoan. Iwas. I think Mr. Saxe was present. 

Mr. Davis. I see. Can you tell me what was said at that meeting ? 

Mr. Stoan. Nothing much more than that, just that, that Mr. Von 
Tresckow indicated that there might be an opportunity to work some- 
thing out on this same basis. 

Mr. Davis. How did you reply to him, sir ? 

Mr. Stoan. I think we thought that was a pretty big mouthful to 
chew, and, if I remember correctly, I think I suggested perhaps we 
ought to try and creep before we walked and see if we couldn’t bring 
this Vermont Generating Station to fruition. 

Mr. Davis. Did you indicate in any way any interest in going along 
on such a project as was discussed with regard to the TVA area? 

Mr. Stoan. I would say this: If, by distinctly saying we were not 
interested, that that was an indication of interest, yes. 

Mr. Davis. You distinctly said to him you were not interested ? 

Mr. Stoan. No. I said if, by not saying that, that Mr. Von Tres- 
ckow might have inferred that we were 

Mr. Davis. Well, I understand that you did not say that you were 
not interested. 

Mr. Stoan. No; that is correct. 

Mr. Davis. Did you say you were interested ? 

Mr. Stoan. No. 

Mr. Davis. Did you have a neutral attitude? 

Mr. Stoan. We didn’t know enough about it to know if we were 
interested in it or not, With a 600,000-kilowatt job in the Tennessee 
Valley area, what is it?) How can we express interest in it? 

Mr. Davis. A 600,000-kilowatt job would be an unusually large job. 

Mr. Stoan. Indeed it would. 

Mr. Davis. Would you have been interested in, sir, in the normal 
course of affairs in constructing such a large job? 

Mr. Stoan. I would think we would have had to know a great deal 
more about it before we were in a position to express our interest. 

Mr. Davis. Can you tell we why you neither expressed interest nor 
disinterest in it?’ Why you were neutral in it? 

Mr. Stoan. Just for that reason—we didn’t know enough about it. 

Mr. Davis. Did vou ask Mr. Von Tresckow to submit any further 
information to you 4 

Mr. Stoan. No. 

Mr. Davis. Well, that would indicate a rather complete lack of 
interest, would it not? 


Mr. Stoan. Well 
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Mr. Davis. What I am driving at is this, Mr. Sloan: I am not try- 
ing to push you into anything, but I am trying to understand this. 
Here is a man who has come in to see you, Mr. Von Tresckow. 

Mr. Stoan. Yes. 

Mr. Davis. You had some kind of business dealings with him in the 
past. 

Mr. Stoan. Yes. 

Mr. Davis. He tells you that he is interested with regard to the 
construction of an unusually large generating plant in the TVA area, 

Mr. Sioan. Yes. 

Mr. Davis. As I understand it, you people are in the engineering 
business. 

Mr. Stoan. That is correct. 

Mr. Davis. And this is the sort of work you do. 

Mr. Stoan. That is correct. 

Mr. Davis. And it would represent a large job. 

Mr. Sioan. That is right 

Mr. Davis. I am trying to understand, sir, if you needed more in- 
formation, to determine whether or not you ought to be interested in 
this, why you did not attempt to get more information from Mr. Von 
Tresckow, or at least solicit him to send you information. 

Mr. Sioan. I think perhaps one of the reasons was we wanted to 
see whether the Vermont generating station was going to become a 
reality or not before we embarked on another venture with Mr. Von 
Tresckow. On the basis of our investigations, we felt that Vermont 
generating station was fairly attractive, and I think that it might be 
unwise to become too involved, too spread out with any particular one 
individual before you have actually worked through a job together. 
I say that with all due respect to Mr. Von Tresckow. 

Mr. Davis. Certainly. Suppose the Vermont generating project 
had not worked out, but Mr. Von Tresckow could have come to you 
with satisfactory further information with regard to the TVA project. 
Would you have undertaken it nevertheless ? 

Mr. Stoan. I think that would have depended on why the Vermont 
generating station didn’t work out. 

Mr. Davis. I see. Did you in any way lead Mr. Von Tresckow to 
believe that you were really interested in his proposal with regard to 
construction of an electric generating plant in the TVA area? 

Mr. Stoan. I think that perhaps Mr. Von Tresckow might have 
been led to feel that way somewhat by the fact that he asked us if we 
would give him some rough figures on a 600,000-kilowatt station, and 
Mr. Saxe, our chief engineer, worked up some figures and telephoned 
them to Mr. Von Tresckow, I think i in the week just prior to—I think 
May 3 was a Mondav. Ww asn *t May 3a Monday? Anyway, it was in 
the week preceding May 3 that Mr. Saxe worked up these figures and 
telephoned Mr. Von MS réedicbw. Mr. Von Tresckow asked him if he 
would have those figures typed up and send them to him. Mr. Saxe 
did that on May 3. 

Mr. Davis. I see. Well, that would be—— 

Mr. Stoan. That was a purely hypothetical 600,000-kilowatt plant. 
We knew nothing about where the location was other than the Ten- 
nessee Valley area, from what he had indicated. We didn’t know 
whether it was on a river. whether it was going to be cooling towers. 
We did know it was coal fired. 
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Mr. Davis. Mr. Sloan, when, on April 16 Mr. Von Tresckow came 
to see you and said he might have a job with regard to the construction 
of a 600,000-kilowatt plant, did you discuss it with any members of 
your organization ? 

Mr. Stoan. Mr. Saxe was present, and- 

Mr. Davis. Did - you discuss it with any ‘of your directors? 

Mr. Sioan. No; not as such. If you mean did we take it up in a 
directors’ meeting of any sort; no. 

Mr. Davis. Did you discuss it informally ? 

Mr. Stoan. We might have because we are an employee-owned-and- 
operated organization, and our directors, many of them, occupy man- 
agement positions in the organization. 

Mr. Davis. What did you say? Can you recall what you said to 
any of them? 

Mr. Sioan. Not specifically, no, other than probably limited to the 
statement that Mr. Von Tresckow had come in and said he had an 
idea in mind in the Tennessee Valley similar to the Vermont Generat- 
ing Station of 600,000 kilowatt capacity. 

Mr. Davis. As I understand it, Mr. Sloan, you say that on April 16 
Mr. Von Tresckow approached you with regard to the possibility 
of building this, we will call it for short reference, this TVA area 
plant, and that you were not particularly interested. Is that correct? 

Mr. Stoan. That is correct. We felt that we ought to wind up one 
thing befor e becoming involved in one which was six times as big. 

Mr. Davis. I see. 

Mr. Stoan. Or 4 times as big. 

Mr. Davis. At Mr. Von Treseckow’s request, Mr. Saxe did furnish 
some rough figures? 

Mr. Stoan. That is right. 

Mr. Davis. To Mr. Von Tresckow ¢ 

Mr. Sroan. That is correct. 

Mr. Davis. Did you regard that as an expression of interest ? 

Mr. Stoan. Not necessarily. I think that our relations with Mr. 


Von Trésckow had been very pleasant. Speaking personally, and I 
think I can speak for Mr. Saxe, I like Walter Von Tresc pers and I 
think it works the other way, and we were glad to be helpful. I don’t 


think it necessarily meant that we would go on through with it. We 
didn’t know enough about it to come to any conclusions. We knew 
practically nothing about it. We were asked for some average costs 
for a 600,000-kilowatt plant. 

Mr. Davis. May I ask you this, Mr. Sloan: How many 600,000- or 
500,000-kilowatt plants has your firm engineered 

Mr. Stoan. None. 

Mr. Davis. What would be the largest that you have? 

Mr. Stoan. One hundred thousand kilowatts. 

Mr. Davis. How many 100,000-kilowatt plants? 

Mr. Stoan. How many? You mean 

Mr. Davis. Have you constructed many ¢ 

Mr. Stoan. You say constructed. When you say constructed 

Mr. Davis. Engineered. I beg your pardon. 

Mr. Stoan. Well, we are designing two units of that size today. 

Mr. Davis. Yes. 

Mr. Stoan. And we designed one in 1945 or 1946 in France. 
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Mr. Davis. Well, with this suggestion to you of the 600,000-kilowatt 
unit, 1 am surprised, frankly, that it did not excite your interest, and 
I ask you if it was not the kind of an offer that normally would excite 
your interest. Here is an offer to build a very large plant. 

Mr. Stoan. | think before becoming involved in an expenditure of 
$100 million, a project involving the expenditure of $100 million, 
you would want to know a great deal about it before you lent your 
name to it or became involved in it. That was our position. 

Mr. Davis. Did you make an effort to learn anything about it? 

Mr. Stoan. No. Mr. Von Tresckow was—we felt it was up to him 
to tell us if he wanted to. 

Mr. Davis. Did you try to follow through with Mr. Von Tresckow 
and get him to tell you 

Mr. Stoan. No. 

Mr. Davis. What you wanted to know about it 

Mr. SLOAN. No. 

Mr. Davis. Did you ask him anything which he refused to tell you? 

Mr. Stoan. I don’t recall doing that: no. 

Mr. Davis. And although you were unwilling to go any further 
with Mr. Von Tresckow at this point, a short time later, as I under- 
stand it, Mr. Saxe did undertake to furnish Von Tresckow some 
firures, rough figures? 

Mr. Stoan. Oh, as of the time he mentioned it to us, it may have 
been—I oe as a matter of fact, he asked us that day, the day he 
mentioned it, whether we would give him some approxim: ite figures 
for the cost of units of that size or a station of that size. 

Mr. Davis. Didn’t you feel that if you did furnish some rough 
figures or cost aor on this that you were, in a sense, either com- 
mitting yourselves or at least interesting yourselves in this proposal? 

Mr. Stoan. No; not on the basis of our working with him on the 
Vermont cvenerating station. 

Mr. Davis. You were not really profoundly disinterested, were 
you! 

Mr. Stoan. We wanted to know more about it. 

Mr. Davis. You wanted to know more about it, but you were also 
willing to furnish some rough figures for him. 

Mr. Suwoan. That is correct. 

Mr. Davis. Did you know what he was going to do with those 
figures / 

Mr. Stoan. Not in detail: no, sir. 

Mr. Davis. Did you know why he wanted them ? 

Mr. Stoan. Obviously he w: anted them to get an indication of what 
the construction cost might be, and the produc tion, energy production 
cost. 

Mr. Davis. I show you a sheet of paper dated May 3, 1954, and 
headed “Proposed Steam Electric Station Operating and Cost Data” 
with the inscription at the bottom “J BS/hfg,”’ and ask you if those are 
the cost figures that Mr. Saxe supplied to Mr. Von Tresckow. 

Mr. Stoan. I would like to have Mr. Saxe verify that. As far as I 
know, they were. 

Mr. Davis. Yes. 

(Document handed to the witness.) 

Mr. Davis. Those are the ones? 

Mr. Stoan. Yes. 
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Mr. Davis. May I add that you supplied this to us, in response to 
a subpena. 

Mr. Stoan. That is correct. May I call your attention to the 
heading on that? 

Mr. Davis. I read the heading, sir, but I will read it again: “Pro- 
posed Steam Electric Station, Operating and Cost Data.” 

Mr. Stoan. Thank you. 

Mr. Davis. May we have this marked as “Sloan Exhibit No. 2. 

(The document referred to was marked “Sloan Exhibit No. 2” and 
is as follows:) 


ar 


SLOAN ExHIsitT 2 


Proposed steam electric station operating and cost data 





umber of units 3 
Capability Kilowatts_. 220, 000 
Installed capacity ; do 660, 000 
Unit Dollars per kilowatt 140-160 
. f $909 500. OOO 
otal first cost nian n 
\ $105, 500, 000 
Net output Kilowatts 620, 000 
Annual operation Hours &, 000 
Annual energy Million kilowatt-hours 4, 000 3, 500 
Initial pressure Pounds per square inch gage 1, 800 
Initial temperature Fahrenheit 1, 050 
Reheat temperature lo 1. 000 
Net heat rate B. t. u. per kilowatt-he ur 9, 400 9, 500 
Thermal efficiency Percent 6.3 
Annual heat Million B. t. u $7, 600, 000 33, 250, 000 
Unit cost heat Cents per million B. t. u Is 20 0 18 20 0 
Annu 1¢] cost Phousands of dollars $6, 800 $7,520 $11,280 $5,980 $6,650 $9, 975 
Labor an uperir lence kc 300 OO 00 x00 300 300 
Lubricant nd supplies do 130 130 130 130 130 130 
M tenanc i 1400 1,400 1,400 1,300 1,300 1, 300 
rotal cost, operations and maintenance do 8, 630 9,350 13,110 7.710 8. 380 11. 705 
Unit cost fit _....--Mills per kilowatt-hour 2. 16 2. 34 3. 28 2. 20 2. 39 3. 35 


Mr. Davis. As I understand it, these are rough figures in the way 
of operating and cost data with regard to a proposed 600,000-kilowatt 
steam plant for the Tennessee Valley area. Is that correct ¢ 

Mr. Sioan. I think that is a fair statement. 

Mr. Davis. Do you know how much work went into the prepara- 
tion of these figures ? 

Mr. Stoan. Approximaiely, yes. 

Mr. Davis. Can you tell me, sir? 

Mr. Stoan. About a half hour. 

Mr. Davis. About a half hour? 

Mr. Sxoan. That is right. 

Mr. Davis. Were you able to derive all these approximate costs in 
only a half hour? 

Mr. Stoan. That is right. 

Mr. Davis. Can you tell us how that could be done, sir? 

Mr. Stoan. Again I would like to refer to Mr. Saxe. Mr. Saxe 
prepared those figures. 

Mr. Davis. All right. 

Mr. Stoan. It is based on past knowledge of construction, if I may 
speak generally, past knowledge of construction costs and efficiencies 
of equipment, fuel costs, et cetera. 

Mr. Davis. Mr. Sloan, I show you a sheet of paper, a typewritten 
sheet of paper headed “December 14, 1953,” with a heading “Proposed 
Steam Electric Station, Operating and Cost Data,” and ‘the inscrip- 
tion at the bottom “J BS: PL,” and ask you whether you recognize it. 

Mr. Stoan. No; I don’t think I have seen that. Do you recognize 
that ? 
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I don’t; Mr. Saxe does. 

Mr. Davis. Can you tell me whether that was prepared by Mr. 
Saxe ¢ 

Mr. Sioan. Mr. Saxe, yes, he says he recognizes it. 

Mr. Davis. Can you tell me in what connection that sheet was 
prepared ¢ 

Mr. Sioan. I cannot. 

Mr. Davis. Could Mr. Saxe tell us? 

Mr. Saxe. Those were some general figures that were worked up. 
I believe we were discussing Consolidated Edison Co. at that time, and 
alsothe TVA. I don’t know as they apply here. 

Mr. Davis. I note that there is an extreme similarity between these 
two operating cost-data sheets, sir. Do you recognize the similarity 
between them ? 

Mr. Stoan. I am sure they would be because they are based on 
average conditions. 

Mr. Davis. On average conditions for anywhere in the country, sir? 

Mr. Stoan. That is what you would have to assume. Unless you 
know what the specific application is, you can’t do any more than just 
average costs. 

Mr. Davis. Would, for example, the fuel costs be the same anywhere 
in the country ? 

Mr. Stoan. No; that might be different. 

Mr. Davis. I notice that the range of unit-cost heat, of coal costs 
in the May 3 document is 18 to 30. Would that range cover the whole 
country, sir, or would it be applicable to certain areas ? 

Mr. Stoan. I think the 18-to-30 figure was applicable to the Ten- 
nessee Valley area; was it not, John? 

I am sorry I have to refer these questions to Mr. Saxe. He worked 
with these figures. 

Mr. Davis. That is perfectly all right. 

I notice that the unit-cost figures in the December 14 document 
range from 20 to 30 B. t. u.’s per million. Would that range also be 
applicable peculiarly to the Tennessee Valley or a similarly located 
area ¢ 

Mr. Saxe. That would be a little higher in the Tennessee Valley 
area, 

Mr. Davis. Could it apply to the Tennessee Valley area ? 

Mr. Saxe. It might, yes. 

Mr. Davis. May be swear Mr. Saxe as a witness, Mr. Chairman? 

Senator Keravuver. You might swear Mr. Champion at the same 
time. 

Mr. Davis. Do you solemnly swear to tell the truth, the whole truth 
and nothing but the truth, so help you, God ? 

Mr. Campton. I do. 

Mr. Saxe. I do. 
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STATEMENT OF JOHN B. SAXE, VICE PRESIDENT AND CHIEF ENGI- 
NEER, GIBBS & HILL, INC., NEW YORK, N. Y., AND EDWARD L. 
CHAMPION, VICE PRESIDENT IN CHARGE OF NEW BUSINESS, 
GIBBS & HILL, NEW YORK, N. Y., ACCOMPANIED BY THEIR COUN- 
SEL, CARL H. McCLURE III, PUTNEY, TWOMBLY, HALL & SKID- 
MORE, NEW YORK, N. Y. 


Mr. Davis. Will you gentlemen state your names and addresses for 
the record ? 

Mr. Saxr. John B. Saxe, S-a-x-e, 520 Burch Avenue, Westville, N. J. 

Mr. Cuampron. Edward L. Champion, 400 East 57th Street, New 
York, N. Y. 

Mr. Davis. You gentlemen are both vice presidents of Gibbs & Hill; 
are you! 

Mr. Saxe. Yes. 

Mr. Cuampron. Yes. 

Mr. Davis. You, Mr. Saxe, are chief engineer ? 

Mr. Saxe. Yes. 

Mr. Davis. Mr. Saxe, is the reason that it took you only a half an 
hour to prepare the May 3 operating cost-data sheet that you were 
able to refer to the already existing December 14 sheet ? 

Mr. Saxe. Not entirely, no. We have a large backlog of figures. 
We keep them on curves, and we made up some figures of capacities 
of this order for another project about a year previous, and it was just 
a matter of taking them off and bringing them up to date. 

Mr. Davis. In any event, Mr. Von Tresckow had approached you, I 
mean your firm, on or about December 14, and you had gotten these 
figures up with regard to a proposed 660,000-kilowatt steam plant for, 
you said something about Consolidated Edison or the TVA ? 

Mr. Saxe. That December 14 tabulation was made up more in refer- 
ence to capacity than application. It was applicable to Consolidated 
Edison, which had been discussed, and also the TVA. 

Mr. Davis. And also the TVA? 

Mr. Saxe. Generally. 

Mr. Davis. At any rate, as far back as December 14, 1953, Mr. Saxe, 
Mr. Von Tresckow had said something to you about a plant in the 
TVA area? 

Mr. Saxe. Yes. 

Mr. Davis. With a capacity of approximately 600,000 kilowatts? 

Mr. Saxe. I don’t know as that was particularly mentioned. 

Mr. Davis. Both these sheets deal with an installed capacity of 
660,000 kilowatts ; isn’t that correct, sir? 

Mr. Saxe. Yes. 

Mr. Davis. Will you mark the December 14 document as Sloan 
Exhibit No. 3. 
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(The document referred to was marked “Sloan Exhibit No. 3” and 
is as follows:) 
SLOAN ExHIsitT 3 


Proposed steam electric station operating and cost data, Dec. 14, 1953 





Number of unit 3 
( I i kilowatt 920, 000 
In D 1 660, 000 
Ur dollars per kilowatt 140-160 
Total first $92, 500, 000 
$105, 500, 000 
Net output $ kilowatt 620, 000 
Annu perat hour &. 000 
An ergy million kilowatt-hours 4, 000 3, 500 
Init pre ire pis 1, 800 
Initial temperature I 1, 050 
Reheat temperature } 1, 000 
Net heat rat B. t. u. per k watt-hour 9, 400 9, 500 
her nal eff i Le el h. ) 
Ar ral he I n B.t.u 37. 800. 000 3. 250, 000 
I t hea cents per million B. t. u 2 3) 20 30 
Annual fur t $7. 520,000 $11, 280,000 $6,650,000 $9,975, 000 
Labor iperinte ri ri 1). 000 300, 000 300, 000 300, 000 
Lubr ipplie 130, 000 130, 000 130, 000 130, 000 
Ma ‘ ‘ 1. 400, 000 1, 400, 000 1, 300, 000 1, 300, 009 
I nand maintenance 9 350, 000 13, 110, 000 8, 380,000 11, 705, 00 
Unit r kilowatt-hour_. 2. 34 3. 28 2. 39 3. 30 





Mr. Davis. Mr. Sloan, did Mr. Von Tresckow say anything to you 
about having any associates with regard to the construction or the 
proposed construction of a plant in the Tennessee Valley area ¢ 

Mr. Sutoan. Yes. 

Mr. Davis. Did he tell you who his associates were ! 

Mr. Sioan. Constructionwise ? 

Mr. Davis. Construction- or finance-wise, any of the people that 
were associated with him. 

Mr. Stoan. I heard him mention Mr. Burch’s name. Mr. Burch 
is not a member of the syndicate, but he is counsel to the syndicate. 

Mr. Davis. That was at the meeting of April 16? 

Mr. Stoan. No. 

Mr. Davis. When was it, sir 

Mr. Stoan. Yes; I suspect it probably was. 

Mr. Davis. You are not sure. You think it was? 

Mr. Sioan. I would think so because, to the best of our ability 
to reconstruct things, I don’t think we saw Mr. Von Tresckow be- 
tween the 16th and 28th of April. So I suspect he did mention the 
fact that Mr. Burch would probably be counsel to the syndicate on 
April 16. 

Mr. Davis. Did he refer to anyone other than Mr. Burch? 

Mr. Stoan. Not that I recall; no. 

Mr. Davis. Did he tell you whether he had associates or whether 
they were reputable men ? 

Mr. Sxoan. Well, I think the implication was, without actually 
stating it, that it might be the same group who had been interested 
in financing the Vermont Generating Station. 

Mr. Davis. Well, did he say so or imply it in anything he said to 
you! 

Mr. Sioan. Not at that time, I think. Later—— 

Mr. Davis. He did at a subsequent time 4 

Mr. Stoan. Yes. 

Mr. Davis. When later, sir? 

Mr. Stoan. When it apparently developed that speed was going 
to be of the essence. In other words, I think Mr. Burch developed 
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this morning at one time it was thought that this would not come 
to a head until after the Congress had adjourned, and then quite 
suddenly apparently speed became of the essence, and at that time 
Mr. Von Tresckow said to me he thought he would not have time 
to form a company in Tennessee to submit this proposition, that he 
would probably have to use his Vermont Generating Station Co. 

The Cuarrman. Use what? 

Mr. SLoan. Use the Vermont Generating Station Co. to implement 
this proposal. 

Mr. Davis. When did he say this? 

Mr. Sioan. I suspect it was about the 28th, between the 16th and 
the 28th. 

Mr. Davis. Of April? 

Mr. Suoan. Yes. 

Mr. Davis. Had you been having meetings with Mr. Von Tresckow 
with regard to this ‘during the per iod from “Apr il 16, when you say he 
first advised you of the TVA project, and May 3, when you submitted 
this worksheet ? 

Mr. Stoan. Yes. On April 28 Mr. Von Tresckow telephoned me 
and said “Don’t be surprised if you see your name in the papers in 
connection with this project.” And I said, “Well, Mr. Von Tresckow, 
1 am not at all sure we want our name in the papers in connection with 
this project, and I would like to talk to some of my associates,” which 
I did. I talked to Mr. Saxe and Mr. Champion and called Mr. Von 
Tresckow back and said we would very much like to come up and 
see him. 

Mr. Davis. May I interrupt you, sir, before we get into that? You 
have stated that on April 16 Mr. Von 'Tresckow first advised you of 
his proposal to construct a plant in the TVA area. 

Mr. Stoan. No. I don’t think at that time he had formulated any 
proposal. He indicated that there was a project of this magnitude 
in the making in the TVA area, to which he thought he might apply 
the techniques which had been used in connection with the Vermont 
generating station. 

Mr. Davis. Now I just want to recall to you what Mr. Saxe just 
said, that the figures embodied in the cost sheet of Dec ember 14 were 
in relation to a ‘possible 600,000-kilowatt plant in the TVA area, and 
I ask you whether that does not in any way refresh your recollec- 
tion. Was there any earlier conversation ? 

Mr. Stoan. Not with me. 

Mr. Davis. Ther re was a conversation, Mr. Sloan, was there not, 
however, with Mr. Saxe, your chief engineer and vice president ¢ 

Mr. Stoan. W ell, it is the first time that I have seen those figures, 
and, as Mr. Saxe said, I thought they pertained to the ¢ ‘onsolidated 
Edison proposition this morning, not necessarily to the TVA area. 

Mr. Davis. Are you surprised, sir, to hear that there was a conver- 
sation with Mr. Saxe and Mr. Von Tresckow as early as December 14? 

Mr. Stoan. Yes; so far as TVA is concerned. I had no knowledge 
that this sort of a development was in prospect in TVA at that time. 

Mr. Davis. Mr. Sloan, you received a subpena duces tecum, did you 
not, from this committee 

Mr. Stoan. Yes. 

Mr. Davis. A subpena calling for certain documents? 

Mr. Stoan. That is right. 
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Mr. Davis. You supplied me with a file of your documents in re- 
sponse to that? 

Mr. Sioan. Correct. 

Mr. Davis. I did not find in your file the memorandum of December 
14. Can you tell me whether or not a copy of that memorandum is in 
your files ¢ 

Mr. Sioan. It certainly wasn’t in the file if we—we went through 
that file and took out everything that pertained to the job, as far as 
1 know. 

Mr. Davis. Mr. Saxe, can you enlighten us as to why—— 

Mr. Saxe. That document may not be in the file. 

Mr. Davis. Can you tell us why, sir? 

Mr. Saxe. Well, it was not made up in relation to any project in 
particular. As I said, it was made up more in reference to capacities, 
to get costs on certain capacities. Reference to TVA was general. 

Mr. Davis. You said reference to TVA was what ? 

Mr. Saxe. General, and also Consolidated Edison. What Mr. Von 
Tresckow’s question to me was, if my recollection is correct, that he 
would like some figures to get costs in a certain range of capacities 
which might be applied to TVA or Consolidated Edison. 

Mr. Davis. Mr. Saxe, don’t you keep copies of all the documents 
you send out and all the worksheet estimates and so on? 

Mr. Saxe. I probably have a personal copy of that document. 

Mr. Davis. A personal copy but not in the files of the firm? 

Mr. Saxe. No. 

Mr. Davis. I will turn back to you, sir, Mr. Sloan. 

But you did have a copy of the worksheet of May 3, did you not? 

Mr. Sioan. That is correct. 

Mr. Davis. Can you explain to me, Mr. Sloan, why the worksheet 
of May 3 would be in your files but not the worksheet of December 14? 

Mr. Suoan. Yes. I think Mr. Saxe just explained that. So far as 
the December 14 figures are concerned, they dealt generally with 
power stations of that general size and capacity, whe ther they would 
be built in New York City for Consolidated Edison, which is a system 
of sufficient size to absorb units or stations of that size, or the Ten- 
nessee Valley, which is another very large system that might absorb 
a powerplant of that size. And I think, because in Mr. Saxe’s mind 
this was of a general nature and did not pertain specifically to any- 
thing, that it was not filed in Mr. Von Tresckow’s file—or let me put 
it this way: The Vermont Generating Station file. Everything, all of 
our documents, correspondence, and so forth, with respect to either 
Vermont generating station or the TVA project, are in this VGS file. 

Mr. Davis. On April 16, when Mr. Von Tresckow came to see you 
and advised you of his interest in the construction of an electric plant 
in the TVA area of about 600,000 kilowatts, you said that you discussed 
this with Mr. Saxe, I think you said possibly. 

Mr. Stoan. I think Mr. Saxe was present. 

Mr. Davis. Mr. Saxe was present ? 

Mr. Suioan. Yes. 

Mr. Davis. Did Mr. Saxe say anything to you about any prior dis- 
cussion with regard to construction of such a plant of that capacity 
in the TVA area? 

Mr. Stoan. Not that I recall. 
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Mr. Davis. There were no memoranda in the files with regard to 
such discussions or construction ? 

Mr. Stoan. You mean back prior to April 16? 

Mr. Davis. Back to December 14. 

Mr. Stoan. There were none in the file. I went through the file 
myself. 

Mr. Davis. You did not know that a worksheet had been issued on 
December 14? 

Mr. Sioan. No, I did not. 

Mr. Davis. Do you know how many copies were made of the work- 
sheet of May 3? 

Mr. Sioan. No. 

Mr. Davis. How many copies would normally be made, sir? 

Mr. Stoan. Probably one for—it would depend, to a certain extent, 
on how many Mr. Von Tresckow would ask for. Whatever he would 
ask for; probably Mr. Saxe would keep 1 for his personal file, and 
1 would go to the general file. 

Mr. Davis. In the normal course of your business affairs, sir, if a 
reputable businessman came to the oflices of your firm and asked for 
figures with regard to the proposed possible construction of an unusu- 
ally large electrical plant, would any memoranda be made between 
various employees or officers of the firm ¢ 

Mr. Stoan. I would say that would very definitely depend upon 
circumstances 

Mr. Davis. Well, under what circumstances would you make mem- 
oranda ? 

Mr. Stoan. I would say when someone approached us who had a 
background of accomplishment in that particular type of thing and 
said that this was what he wanted to do; then we would be very much 
interested, 

Mr. Davis. Under what circumstances would you not make a mem- 
orandum ¢ 

Mr. Stoan. Would we not be interested ¢ 

Mr. Davis. Not make memoranda, 

Mr. Stoan. Not make a memorandum? When we had a feeling 
that it might be a bit of a pipedream, for the time being, until such 
time as we were pretty well assured that there was a lot of meat and 
substance to the particular idea. 

Mr. Davis. Mr. Sloan, did you have the feeling that this might be a 
pipedream ¢ 

Mr. Stoan. Which? 

Mr. Davis. The Von Tresckow proposal. 

Mr. Stoan. Yes, somewhat. 

Mr. Davis. But you did talk to him about it on several occasions 
subsequently ? 

Mr. Stoan. Wait. Talk to him? The next time that I talked to 

{r. Von Tresckow was on April 28. Except for—— 

Mr. Davis. Did you speak to him on the telephone before that, in 
between the period of April 16 and April 28? 

Mr. Stoan. Not that I recall. I have no recollection of it. 

Mr. Davis. Did you know. that Mr. Saxe was preparing the work- 
sheet of May 3? 
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Mr. Stoan. I knew—I didn’t know specifically that he was pre- 
paring that. I knew that Mr. Von Tresckow had asked for those 
figures. I knew Mr. Saxe was working up those figures for him. 

Mr. Davis. If you thought it was a pipedream, Mr. Sloan, why 
should you agree to furnish any proposed cost data ‘ 

Mr. Stoan. I think I answered that before, that our relationship 
with Mr. Von Tresckow had been very ple: isant in connection with our 
Vermont generating station work, and he asked for some information 
on a station of this size, and it was not a burdensome job, as Mr. Saxe 
has stated, and we were glad to give him the figures. 

Mr. Davis. When those figures were given to Mr. Von Tresckow 
was any limitation put on their use? 

Mr. Suoan. Mr. Saxe would have to answer that because he gave 
them to Mr. Von Tresckow. 

Mr. Davis. Mr. Saxe is sitting next to you, and I ask the same ques- 
tion of him. Was any limitation put on the use of the figures in the 
May 3 worksheet when you gave it to Mr. Von Tresckow ? 

Mr. Saxe. Not specifically. 

Mr. Davis. Did you know for what purpose it would be used, Mr. 
Saxe ¢ 

Mr. Saxe. I presumed it would be used for discussion and evalua- 
tion. 

Mr. Davis. For discussion and what ? 

Mr. Saxe. Evaluation. 

Mr. Davis. Evaluation of what? 

Mr. Saxe. Those figures are only first costs and production costs. 
And to get overall costs you would have to get your financial costs. 

Mr. Davis. Well, could these figures have been used as an opening 
wedge in negotiations to bid for the construction of an electric plant 
of that size in that area, Mr. Sloan ! 

Mr. Sioan. I would certainly not use figures of that nature, and I 
would certainly want to know a great deal more about the site and 
what the physical conditions were before we would stake the profes- 
sional reputation of our firm as to the reliability of an estimate of that 
sort. 

Mr. Davis. Could Mr. Von Tresckow have used your figures? 

Mr. Stoan. Could he have? 

Mr. Davis. Yes. 

Mr. Stoan. He could have physically, yes. 

Mr. Davis. Did anyone in your firm ask Mr. Von Tresckow what 
use he intended to put these figures to? 

Mr. Stoan. No. I think what we had in our minds was that they 
were going to be general order figures for a plant of that capacity, and 
that certainly before discussing a specific application that consider- 
ably more information would be developed. 

Mr. Davis. But you did supply some figures on a worksheet to Mr 
Von Tresckow and you did have a prior history of some relationship 
with him in the Vermont plant? 

Mr. Stoan. That is correct. 

Mr. Davis. And he had published a brochure with your knowledge 
listing you as the engineer ¢ 

Mr. Sroan. For that - 

Mr. Davis. For that job. 

Mr. Stoan. Yes. 
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Mr. Davis. Did you think it would be fair to Mr. Von Tresckow to 
assume, therefore, that you were his engineers on this nascent. project ? 

Mr. Sioan. No. 

Mr. Davis. Did you in any way tell him that you were not? 

Mr. Stoan. No, not up to this point. 

Mr. Davis. Wasn't it possible that Mr. Von Tresckow might be 
using these figures with regard to putting in a bid on construction of 
a plant in the Tennessee Valley area? 

Mr. Stoan. It is entirely possible that he might have. 

Mr. Davis. Was it possible that he might be using these figures to 
put in a bid anywhere to construct an electric plant in competition 
with a private utility? 

Mr. Suoan. It is entirely possible that he might. 

Mr. Davis. Were you concerned at all with the possibility that thes® 
figures might be used to compete with some private utility in such a 
construction ¢ 

Mr. Stoan. Not as such. 

Mr. Davis. Did you ask whether the worksheet was to be shown to 
anyone by Mr. Von Tresckow when it was given to him? 

Mr. Stoan. Did we ask that question / 

Mr. Davis. Yes, sir. 

Mr. Sioan. Ag: un I would have to refer that to Mr. Saxe. 

Mr. Davis. Mr. Saxe, will you help us? 

Mr. Saxe. No. 

Mr. Davis. No one asked whether he intended to show it to anyone; 
is that correct? 

Mr. Saxe. No. 

Mr. Davis. No one said to Mr. Von Tresckow not to show it to 
anyone ? 

Mr. Saxe. That is right. 

Mr. Davis. It was simply furnished to him ? 

Mr. Saxe. He requested it, and it was furnished to him. 

Mr. Davis. I have a carbon copy which I obtained by subpena from 
the file of Messrs. Gibbs & Hill. Do you have the original? 

Mr. Von TrescKxow. I beg your pardon ? 

Mr. Davis. Do we have the original anywhere of that worksheet ? 

Mr. Von Trescxow. I will look. 

Mr. Davis. Were you hoping to be in on any construction that might 
possibly be undertaken by Mr. Von Tresckow in this connection 

Mr. Stoan. Which? In the TVA? 

Mr. Davis. Yes. 

Mr. Stoan. We didn’t know. We didn’t know enough about the 
situation to come to any conclusion in the matter. You are talking 
now back prior to April 2, I trust. 

Mr. Davis. Weren’t you thinking more or less, Mr. Sloan, that if 
this should eventuate—it might be a pipedream—but if it should 
eventuate that this was a big job and you would like to be in on it? 

Mr. Stoan. I think that is a fair statement. 

Mr. Davis. Therefore, you wanted to be helpful in, at least, as you 
regarded this, very prelimin: ry stage? 

Mr. Stoan. I think that is right; yes. 

Mr. Davis. Were you aware of the fact that Mr. Von Tresckow had 
represented publicly that you were his engineers in this earlier study 
with regard to the Vermont generating station ? 
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Mr. Sioan. Insofar as 

Mr. Davis. Were you aware of this brochure? 

Mr. Sioan. That is correct. Iam aware of that brochure. 

Mr. Davis. Were you aware that there had been articles in some 
newspapers ¢ 

Mr. Stoan. About Vermont Generating. 

Mr. Davis. About Vermont Generating. 

Mr. Suoan. Yes. 

Mr. Davis. Listing you as engineers for the Von Tresckow group ? 

Mr. Sioan. For the Vermont gener: ating station; yes. 

Mr. Davis. You know about that; you saw the ¢ lippings? 

Mr. Stoan. Yes: that is correct. 

Mr. Davis. You did not object ? 

Mr. SLOAN. No. 

Mr. Davis. Now I turn to April 28, sir. You say that you talked 
to Mr. Von Tresckow on the telephone / 

Mr. Stoan. Mr. Von Tresckow called me on the telephone on 
\pril Zo 

Mr. Davis.Will you tell us what was said ? 

Mr. Sioan. He said, “Don’t be surprised if you see your name in 
the papers.” I said, “Well, as far as [ am concerned, we don’t want 
to see our name in the papers. I want to talk to a couple of my asso- 
ciates.” And I talked to Mr. Saxe and Mr. Champion and promptly 
called Mr. Von Tresckow back and asked for an appointment to see 
him and went up there that afternoon and stated very emphatically 
that we did not want our names used at all in connection with this 
proposal in the TVA area 

Mr. Davis. Mr. Sloan, is s this the first time that you stated emphati- 


cally, or stated directly to Mr. Von Tresckow, that you did not want 
your name to be used ? 

Mr. Sroan. That is correct. 

Mr. Davis. When did you first learn that Mr. Von Tresckow was 
using your name in connection with a proposal for the building of a 
600,000 ere plant in the Tennessee Valley area / 

Mr. Stoan. That day when he called and said, “Don’t be surprised 
if you see your name in the papers”—April 28. 

Mr. Davis. Did you ever know before that that Mr. Von Tresckow 
was interested in the construction of such a plant in the Tennessee 
Valley ? 

Mr. Sitoan. He had come in and told us on April 16 about his inter- 
est in it. 

Mr. Davis. Did you know that he was using your name? 

Mr. Stoan. No. 

The Cuatrman. Could I ask a question there? 

Mr. Davis. Surely. 

The CHarrman. Just what objection did you have to your name 
being used ? 

Mr. Stoan. The same reasons I stated before, Senator—that we 
didn’t know enough about the whole proposition for us to lend our 
names to it at that time. It was still very ephemeral in our minds. 
We knew that Mr. Burch was counsel and that Mr. Von Tresckow was 
interested in developing this thing. We did not know who he was 
going to present it to. We knew nothing about it. We wanted to 
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know considerably more about it before our names were used in con- 
nection with it. 

Mr. Davis. Mr. Sloan, I show you a letter, a carbon copy of a letter 
on the st itionery of Burch, Porter & Johnson, dated April 28, 1954, 
from Mr. Burch to Mr. Von Tresckow, attached to which is an envelope 
indicating that this copy was mailed to you on April 30 at 7 p. m., 
and I ask: you whether you received it. 

Mr. Stoan. I did. I know the letter. 

Mr. Davis. The letter includes a telegram, or a copy of a telegram, 
sent by Mr. Burch to the Atomic Enet rgy Commission stating that 
your firm are the engineers for the Von Tresckow group. Is that 
correct, sir? 

Mr. Sxioan. That is correct. 

Mr. Davis. Is this the first notice that you had that your name was 
being used in connection with a proposal for the building of a plant 
in the Tennessee Valley area? 

Mr. Stoan. That is the first time other than the indication from 
Mr. Von Tresckow on April 28 that our names might appear in the 
paper. 

Mr. Davis. May we mark that as an exhibit, please. 

(The document referred to was marked “Sloan Exhibit No. 4” and 
is as follows:) 


SLOAN EXxnisit 4 
[Personal and confidential] 


Burcu, Porter & JOHNSON, 
Vemphis, Tenn., April 28, 1954. 
Mr. WALTER VON TRESCKOW, 
Vew York 22, N. Y. 

DeAR WALTER: Following our conversation of last night, I talked to Carney 
today after he had talked to you; after that I had 2 conservations with Dick 
Wallace, Senator Kefauver’s administrative assistant (Senator Kefauver cam- 
paigning in Tennessee today), and 2 conversations with Senator Gore. Both 
Mr. Wallace and Senator Gore talked to Senator Hill. The result of all of this 
is that I have sent a telegram to Senator Saltonstall, Senator Lister Hill, and 
Director of the Budget, Hon. Roland Hughes, as follows: 

“The people of Tennessee and the Tennessee Valley are very much alarmed 
at the prospect of having the Senate appropriation bills for the expansion of 
the TVA defeated. 

“If the appropriations are not made, it then seems logical that the administra- 
tion will seek the best competitive offers from private interests to furnish power 
to AEC at the most advantageous rates and contract. 

“Assuming no appropriation is made within the next few days, we are author- 
ized by responsible clients having ample financial resources and engineering expe- 
rience to submit a proposal to AEC, which proposal is much more favorable than 
any other of which we have any knowledge. My clients would propose to con- 
struct the plant at point specified by AEC. AEC has been notified by wire of 
our client’s intention and has been asked for an appointment for our engineers, 
Messrs. Gibbs & Hill, Inc., to make a further check with them as to the latest 
details of their requirements. After this conference the detailed proposal will 
be filed. 

“Burcu, Porter & JoHNSON, Attorneys, 
“By Luctrus E. Burcn, Jr.” 

I wired the Atomic Energy Commission as follows: 

“We represent responsible clients having large financial resources and the most 
extensive engineering experience who desire to submit a proposal to the AEC, 
which proposal is much more favorable to the Government than any of which 
we have knowledge. Our clients’ engineers, Messrs. Gibbs & Hill, Inc., will 
shortly contact you for an appointment.” 
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At the suggestion of Senator Hill, similar telegrams advising of what had 
been done was sent to all of the Senators in the valley and to the Washington 
representatives of the principal daily papers, and arrangement has been made 
in Nashville, Chattanooga, and here to feature this story in the morning. 

Senator Hill was emphatic in desiring that the TVA not be mentioned in the 
proposal. Senator Gore said he would appreciate it if it would state that the 
wishes of the Atomic Energy Commission would be consulted about the location 
of the plant At this point I am receiving not only cooperation but enthusiastic 
help from all concerned in Washington. 

If you can deliver on this proposal, it looks very good; if not, my face will 
be very red, which I shall not like. Please get in touch with me as soon as 
possible because this matter is now going to have to be handled on an hour-to- 
hour basis 

Sincerely yours, 
Lucius E. Burcu, Jr. 

Mr. Davis. When Mr. Von Tresckow told you that your name 
might appear in the paper, did he tell you in what connection it might 
appear in the paper 4 

Mr. Stoan. In connection with this proposal, yes. 

Mr. Davis. Did he tell you at that point that your name had been 
used or represented to the Atomic Energy Commission as engineers 
for his group ¢ 

Mr. Sioan. No. 

Mr. Davis. Whiy did he tell you your name might be in the paper? 
How would it appear in the papers, sir? 

Mr. Sioan. I expect it appeared in the papers as a result of those 
telegrams. It says in there that those telegrams were sent to the 
press representatives in Washington. 

Mr. Davis. That is correct, but you did not receive that letter, I 
assume, until the day after it was mailed, which would be the 30th 
of April. 

Mr. Stoan. That is right; that is quite right. 

Mr. Davis. I ask you about your conversation over the telephone 
with Mr. Von Tresckow— 

Mr. Stoan. Yes, sir. 

Mr. Davis. On the 28th of April. He said your name would be 
in the papers. Didn’t you ask him in what connection or what would 
be said about you in the papers? 

Mr. Stoan. In connection with this TVA power project. 

Mr. Davis. Well, how would you be listed in connection with it? 

Mr. Stoan. That we didn’t know. 

Mr. Davis. He simply told you that your name would be in the 
papers in connection with the TVA project ? 

Mr. Stoan. He said not to be surprised if our name appeared in the 
papers in connection with that, and we went up there and said we 
didn’t want our name used in connection with that project. 

Mr. Davis. Did you not ask him, Mr. Sloan, how your name had 
crept into this? 

Mr. Stoan. No. We knew how our name had crept into it because 
we had been talking to him in connection with the Vermont generating 
station. We had furnished him a few figures since then, general 
figures. 

Mr. Davis. I see. Then did you know on April 28 that your name 
had been used ? 

Mr. Stoan. No. 

Mr. Davis. As engineers? 
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Mr. Stoan. No. AJl we knew was he said not to be surprised if our 
name were used. 

Mr. Davis. Mr. Sloan, didn’t you ask Mr. Von Tresckow, “How did 
we get into this?” 

Mr. Stoan. No, because it was rather obvious to us. We had been 
working with him on the Vermont generating station, and it was a 
carryover from our association there. 

Mr. Davis. As I understand it, you prepared the worksheet of May 3 
with no idea in mind that it would be used in connection with any 
specific offer. 

Mr. Stoan. He might have used it, but not as our figures. 

Mr. Davis. Well, did you suspect that he might use your name or 
your figures or your data in connection with—— 

Mr. Stoan. We didn’t suspect he was going to use our name. We 
expected he would use the figures. Otherwise, he wouldn’t have asked 
= them in one form or another. We didn’t know exactly what appli- 

‘ation he was going to make of the figures. 

Mr. Davis. Did you jump to the conclusion without being told that 
he had used your figures in connection with his bid to the Atomic 
Energy Commission ? 

Mr. Stoan. We didn’t know anything about a bid at that time. 

Mr. Davis. He simply told you in that conversation of April 
then, that your name might be in the papers in connection with a bid 
to the Atomic Energy Commission ? 

Mr. Sroan. That is right, in connection with a proposal to the 
Atomic Energy Commission. 

Mr. Davis. He told you nothing further about it? 

Mr. Stoan. That is all. 

Mr. Davis. You did not ask him how you got into this? 

Mr. Stoan. No. We simply stated that we did not want our name 
used in connection with this. 

Senator Kerauver. Let me see if I can get some dates in my mind 
clearly, Mr. Chairman. 

The CuHarrman. Senator Kefauver. 

Senator Krerauver. As to this letter, you got the letter on the 30th, 
I believe? 

Mr. Davis. The letter was mailed on the 30th. 

Senator Kerauver. The letter seems to have been mailed —— 

Mr. Davis. On April 30, 7 a. m. 

Senator Keravuver. Mailed from New York to you, and so you prob- 
ably got it the next day. 

Mr. Stoan. That wasa Friday. We got it Monday, May 3. 

Mr. Davis. You either got it Saturday or Monday. 

Mr. Stoan. Monday. 

Senator Kerauver. This letter sets forth the telegram of Mr. Burch 
to the Atomic Energy Commission down at the bottom here, saying: 

We represent responsible clients having large financial resources— 
and so forth 
Gibbs & Hill, Inc., will shortly contact you for an appointment. 

That was set forth in this letter. Apparently you prepared the 
worksheets after you got the letter, and you were put on notice 
about—— 
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Mr. Saxe. The worksheets confirmed the telephone conversation. 

Senator Kerauver. You already had a letter showing what it was 
all about, that it was a proposal to the Atomic Energy Commission, 
and you prepared the worksheets after that. 

Mr. Stoan. The information was given to Mr. Von Tresckow the 
preceding week, and Mr. Von Tresckow asked Mr. Saxe to have it 
typed up, which he did on Monday, the 3d, and sent it to Mr. Von 
Trese kow. 

Senator Kerauver. The thing is, after you knew or should have 
know that you were being held out as the engineers for this syndicate 
to the Atomic Energy Commission, your firm sent Mr. Von Tresckow 
the worksheets. 

Mr. Stoan. We confirmed the information we had given them the 
preceding week. Senator. 

Senator Kerauver. You knew what it was about then. 

Mr. Stoan. We didn’t know what use he was going to make of those 
figures. We knew that they were general average figures. 

Senator Krerauver. You are bound to, Mr. Sloan, because you had 
a letter before you. 

Mr. Sioan. We knew 

Senator Kerauver. I just quoted it. Mr. Burch says here, and you 
got the letter: 

I wired the Atomic Energy Commission as follows: 

“We represent responsible clients having large financial resources and the 
most extensive engineering experience who desire to submit a proposal to the 
AEC which proposal is much more favorable to the Government than any of which 
we have knowledge. Our clients’ engineers, Messrs. Gibbs & Hill, Inc., will 
shortly contact you for an appointment.” 

Mr. Stoan. We had no knowledge of what figures Mr. Von Tresckow 
used. We furnished him certain figures. The 1y were ranges of fig- 
ures. They were furnished. We had no knowledge of what figures 
he used. 

Senator Krerauver. In the letter here it referred to the TVA and 
all about the steam plant and the AEC 

Mr. Sioan. Quite. That is the first time that we had knowledge. 

Senator Krerauver. The thing is that after that, though, then you 
mailed or sent on to Mr. Von sre your worksheet, knowing 
what he was going to do with it, or at least being put on notice of 
what he was going to do with it; did you not ¢ 

Mr. Stoan. That. is correct. We confirmed the information we 
had given him in the preceding work, Senator, had it typed up and 
sent it to him. 

Mr. Davis. I show you, Mr. Sloan, a telegram dated April 29, 1954, 
addressed to you and John Saxe, at Gibbs & Hill, Pe ishadivedsia Rail- 
road Station Building, reading as follows: 

Just in case things break down in Tennessee while I am gone please refer all 
inquiries to Lucius Burch, attorney, in Memphis. 

Signed “Walter Von Tresckow.” 

Did you receive that telegram ? 

Mr. Stoan. Yes; I think it is part of the file I furnished. 

Mr. Davis. Yes; it is. You received it on April 29, did you not? 

Mr. Stoan. Received April 29, the day after we told Mr. Von 
Tresckow we did not want our name used in connection with the 
proposal. I think that that more or less would imply that he under- 
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stood that, and we were to refer anything that happened to come to us 
to Mr. Burch. 

Mr. Burcu. What is the date of that? 

Mr. Davis. The 29th. This seems to imply—— 

Senator Kerauver. That wire was the week before you sent the 
worksheets. 

Mr. Davis. This seems to imply that he still had some relationship 
with you. He said: “In case things break down while I am gone” 
he was going, to be away fora while. He told you to get in touch with 
his attorney in Memphis. 

Mr. mara If he thought we were his engineers would he have told 
us to refer them to Mr. Burch ? 

Mr. Davis. If you were not his engineers I do not see how he could 
have sent this telegram. 

Mr. Stoan. It was only the day before. 

Mr. Davis. Ap parently Mr. Von Tresckow was conducting some 
negotiations, sir. Apparently he was going to be gone. This tele- 
gram says: 

If things break down in Tennessee while I am gone please refer all inquiries 
to my attorney. 

Mr. Stoan. Yes. 

Mr. Davis. In any event, sir, you did receive this on the 29th? 

Mr. Stoan. That is the date on it. 

The CHarrMan. There is a vote. 

Mr. Davis. It is a vote. I think we ought to give Mr. Sloan a 
much-needed respite. 

Senator Kerauver. We can recess for about 15 minutes. 

The Cuarmman. We will take about 15 to 20 minutes—it will be 
very short, gentlemen. We have to go to the floor when the bell 
rings. 

(Whereupon, a short recess was taken.) 

The CuarrmMan. The meeting will come to order. 

Mr. Stoan. | wonder if I might go back for just a minute to a 
question Senator Kefauver had with respect a was wondering 
why the confirmation of the figures that Mr. Saxe gave Mr. Von 
Tresckow went out apparently after we had ree sived the copy of the 
letter which Mr. Burch had written quoting the telegrams and so on. 
Mr. Saxe did not see that letter until after he had sent that confirma- 
tion, those confirmation figures out to Mr. Von Tresckow. 

Senator Krrauver. You knew Mr. Saxe was working on that. 

Mr. Stoan. No; I didn’t know any confirmation had been asked for, 
Senator. I knew he had been given the figures. I didn’t know we 
were sending the confirmation. 

Senator Kerauver. The telegram was the week before that that you 
received. 

Mr. Stoan. The telegram was the next day, I believe, Senator, the 
telegram Mr. Davis put in the record. 

Mr. Davis. Here it is. 

Mr. Stoan. Wasn’t that on the 29th? 

Senator Krerauver. The telegram was April 29, about in case things 
broke down to get in touch with Mr. Burch, and, as I understand it, 
it was on May 3 that the cost figures were mailed out. 

Mr. Stoan. That is right. 

Senator Krrauver. The confirmation figures. 
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Mr. Sioan. The confirmation figures. 
Mr. Davis. May we mark that telegram as an exhibit, please. 
(The telegram referred to was marked “Sloan Exhibit No. 5” and 
is as follows:) 
SLOAN EXHIBIT 5 
New York, N. Y., April 29, 1954. 
DAVID SLOAN and JomNn Sax 


Gipsps & HILL, 
Pennsylvania Railroad Station Building: 


Just in case things break down in Tennessee while I am gone, please refer 
all inquiries to Lucius Burch, attorney in Memphis. 

WALTER VON TRESCKOW. 

Mr. Davis. Mr. Sloan, did you at any time receive a letter or a 
memorandum from Mr. Calcutt, an associate of Mr. Von Tresckow ? 

Mr. Stoan. I find no record. The first I heard of it was when 
Mr. Burch mentioned it this morning. I have no record of having 
received it. 

Mr. Davis. You heard Mr. Burch’s testimony this morning? 

Mr. Sitoan. And I made a note about that because I was amazed, 
because we have no record of ever having received it. 

Mr. Davis. You heard this morning Mr. Burch testify with regard 
to the affidavit which was put in evidence by Mr. Calcutt stating under 
oath that he had mailed to you a copy of this memorandum ? 

Mr. Stoan. That is the way I understood it. I have not seen the 
affidavit that was put in the file. That was my understanding of 
it that Mr. Caleutt had sworn to an affidavit to the effect that he had 
sent me—what he had sent me I don’t know. 

Mr. Davis. We have sent for the exhibits. It is appended to the 
exhibit. It was, In essence, a memorandum indicating that a tele- 
gram was being forwarded to the Atomic Energy Commission with 
regard to a proposal for a bid by Mr. Von Tresckow using your name 
as engineer. 

Mr. Stoan. And that he advised us to that effect. 

Mr. Davis. Yes, sir. 

Mr. Stoan. I see. 

Mr. Davis. But you did not receive it? 

Mr. Stoan. No. 

Mr. Davis. Mr. Sloan, I show you a photostatic copy of a news- 
paper article, apparently published in the Commercial Appeal of 
Memphis on May 2, 1954, referring to the offer by the Von Tresckow 
group to build an electric energy plant in the Memphis area for the 
Atomic Energy Commission, and I ask you whether you are familiar 
with that. 

Mr. Sioan. Yes, I have seen this. 

Mr. Davis. When did you see that, sir? 

Mr. Stoan. I would guess that we first found out about this on 
May 6. 

Mr. Cuampton. May I answer that? 

I first heard that our name had been put in the papers when I 
received a telephone call from Mr. Richard Allen, a member of the 
Commercial Appeal. I asked Mr. Allen if he would send me anv- 
thing that had been published. 

Mr. Davis. Excuse, me, Mr. Champion. What date was that? 

Mr. Cuampron. May 6. 
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Mr. Davis. This is an article published May 2. 

Mr. Cuampron. Yes, but we didn’t know about any actual state- 
ments until Mr. Allen called me. I asked him to send me a copy. 
Actually he did not send me copies. We went to the newsstand in 
New York and bought copies of the Commercial Appeal for our own 
information. But that is the first time I heard of it. So we had to 
receive that after the 6th; so it would be the 7th or 8th. 

Mr. Davis. Did you write to the author of that article, Morris 
Cunningham or to the newspaper, telling them that your name was 
being improperly used ? 

Mr. Cuampron. We had no communication with Mr. Cunningham. 
I telephoned Mr. Allen at a subsequent date, which probably was 
May 7. I am sure, asking for a retraction of any articles in his news- 
paper, and I think you will develop that retractions were received. 

Mr. Davis. Mr. Chairman, may this be marked as an exhibit, please ? 

(The newspaper article referred to was marked “Sloan Exhibit No. 
6” and is as follows:) 

SLOAN Exnipit 6 


[Commercial Appeal (Memphis), May 2, 1954] 


i 


INDEPENDENT COMBINE ENTERS BIDDING ON New PowerPLANT To Suppry AKC At 
PapucAH—GrRouUP REPRESENTED BY MEMPIIIS ATTORNEY DEMANDS CHANCE To 
MAKE OFFER—COMPETITION MIGHT MEAN A SAVINGS TO TAXPAYERS 


(By Morris Cunningham ) 


WASHINGTON, May 1.—Administration plans for the construction by private 
enterprise of a huge, steam-electric generating plant to furnish additional power 
to the Atomic Energy Commission were seasoned this week with a wholesome 
dash of competition. 

From an independent combine headed by Gibbs & Hill, Inc., one of the Nation’s 
largest engineering firms, came a demand that they be allowed to make an offer 
on the multimillion dollar contract 

In effect, the Gibbs & Hill combine rapped on the closed door to a conference 
room where Government officials have been negotiating privately with another 
group, and demanded they he admitted and be allowed to make an offer. © 

Spokesman for the new group was Lucius BE. Burch, Jr., a Memphis attorney, 
who let it be known that his clients have ample financial resources and engineer- 
ing experience to handle the big project. 

The new offer gave the taxpayers through their Government officials an oppo1 
tunity to dicker with 2 bidders instead of only 1 

Previously, according to testimony before a Senate subcommittee, officials of 
the Atomic Energy Commission and the Bureau of the Budget had been dealing 
with a private group composed of representatives of the Middle South Utilities, 
Ine., and the Southern Co. 


COST: $100 MILLION OR MORE 


The contract under consideration calls for the construction of a steam-electric 
plant of 600,000-kilowatt capacity to furnish power to the AEC gaseous diffusion 
plant at Paducah, Ky. Cost of the project is estimated at $100 million or more. 

Concern had been expressed here that the contract might turn out to be another 
negotiated, cost-plus arrangement with built-in guaranties of profits along the 
lines of the one that was negotiated with private power companies for the big 
plant at Joppa, Ill., which also is supplying the AEC at Paducah. 

Costs of the Joppa plan have soared from original estimates of $139 million 
to $197 million, and the cost of power to the AEC has gone up accordingly. The 
rate is now estimated at 4.2 mills per kilowatt-hour. 

The Tennessee Valley Authority, chief supplier of the ABC, furnishes it at a 
rate of 3.69 mills per kilowatt-hour. The difference, considering the AEC’s huge 
demands, is translated into millions of dollars. 
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TVA PLAN REJECTED 


The TVA has requested Budget Bureau approval of funds to build enough 
additional generating capacity to enable it to meet the increasing demands of 
the AEC, but the administration has rejected these requests and, instead, has 
turned to private companies, 

Of the request for a hearing submitted by Mr. Burch, an AEC spokesman said 
this week that “any reasonable proposition that is made to the Commission on 
anything will be entertained.” 

This indicates that Mr. Burch’s group will be given an audience, when they 
are ready The result will be to open the door to competitive bidding on the 
project, if the administration clings to its decision to deal with private enterprise 
instead of approving funds for TVA to do the job 

It was learned that the group represented by Mr. Burch has been ready to step 
forward with an offer for several weeks but has been waiting in the hope that 
the administration would eventually turn to TVA, 

Full details of the offer that Mr. Burch’s group is prepared to make have not 
been revealed and probably will not be until an audience is arranged with 
Government officials. 

MORE FAVORABLE PROPOSAI 


But Mr. Burch confidently notified the AEC and Budget Bureau that his group 

prepared to submit a proposal “which is much more favorable than any other 
of which we have any knowledge.” 

One key factor would be whether the Government or a private company would 
own the plant after its cost has been amortized. Mr. Burch’s group mav be able 
to cope with that on a more acceptable basis than a competing group. The Joppa 
plant, for instance, will be owned privately throughout its life. 

Mr. Burch’s telegrams to Government officials notifying them of his group’s 
intentions came at an opportune moment, since negotiations with the Middle 
South-Southern group had not been completed. Thus, there was still time for 
another offer 

Mr. Davis. Mr. Sloan, it is your testimony then, is it not, sir, that 
on April 28 you called—Was it you who called Mr. Von Tresckow or 
did he call you? 

Mr. Stoan. He called me. 

Mr. Davis. Mr. Von Tresckow called you, sir, and you told him at 
that time that you did not want to get involved in any publicity ? 

Mr. Stoan. I told him, as far as I was concerned, we did not want 
our name used in connection with this project, and that I would talk to 
my associates and I would call him again, which I did, and we went 
up to see him. Mr. Champion, Mr. Saxe, and myself went up to Mr. 
Von Tresckow’s apartment. 

Mr. Davis. When? 

Mr. Stoan. That afternoon. 

Mr. Davis. The afternoon of April 28? 

Mr. Stoan. April 28, and told Mr. Von Tresckow there and then 
we did not want our name used in connection with this. 

Mr. Davis. Who was present at that meeting ? 

Mr. Stoan. Mr. Saxe, Mr. Champion, and Mr. Von Tresckow, and 
myself. 

Mr. Davis. Was any written record or memorandum made of that 
meetings ? 

Mr. Stoan. Not that I know of. 

Mr. Davis. Did you consult with any of your directors with regard 
to this alleged unauthorized use of your name, sir? 

Mr. Stoan. Mr. Saxe or Mr. Champion are both directors. 

Mr. Davis. Was any memorandum made for your files? 

Mr. Stoan. No. 

Mr. Davis. Were you concerned about it? 


nam naammmamanmamaamamnaaaaN LE OOOTIEER RO 





: 
4 
: 
: 





POWER POLICY——DIXON-YATES CONTRACT 119 


Mr. Stoan. About the use of our name? 

Mr. Davis. Yes. 

Mr. Stoan. Yes indeed we were. 

Mr. Davis. Did you make any attempt to make a written record of 
any kind with regard to your statement to Mr. Von Tresckow that he 
was not to use your name? 

Mr. Sioan. No, we did not confirm it in writing. 

Mr. Davis. Would you in the normal course of your business affairs, 

sir, make a written record of this? 

Mr. Sioan. It would depend on the relations that existed between 
the individuals. We worked pretty closely with Mr. Von Tresckow. 
We felt it was unnecessary at that time to confirm it in writing. 

Mr. Davis. Did you attempt to communicate with any of the people 
to whom your name had been used? For example, the Atomic Energy 
Commission ¢ 

Mr. Stoan. No. 

Mr. Davis. Don’t you think you should have, sir? 

Mr. Stoan. No. As a matter of fact, at that time we didn’t—that 
letter came in on the 28th. We didn’t know that it had actually been 
used until after we told Mr. Von Tresckow he should not use it. We 
had no confirmation of the fact that it had been used until after we 
had told him not to use our name in connection with it. 

Mr. Davis. Did you need confirmation? You had been told, as I 
understand it—— 

Mr. Stoan. What Mr. Von Tresckow said was “Don’t be surprised 
if you see your name in the papers in connection with this project.” 
And we went up there and told him we didn’t want our name used in 
connection with this project. 

Mr. Davis. When you went up there to see Mr. Von Tresckow at 
his home, I believe you said 

Mr. Stoan. That is right. 

Mr. Davis. And you told him you did not want your name used in 
connection with this proposal for the building of a 600,000-kilowatt 
electric generating plant in the Tennessee Valley area, what did Mr. 
Von Tresckow reply to you? 

Mr. Sioan. I don’t know if he said much of anything. 

Mr. Davis. Well, was he indignant or surprise d? 

Mr. Stoan. No; he was not indignant. 

Mr. Davis. Was he surprised or upset? 

Mr. Stoan. He did not appear to be too much so. 

Mr. Davis. How did he react to your expressed statement to him 
that he was not authorized to use your name in this connection ? 

Mr. Sioan. His reaction was that he accepted it for a fact that 
there was not much that he could do about it. If we said that we did 
not want our names used, he resigned himself to the fact that he was 
not to use our name. 

Mr. Davis. Did you ask him how he had used your name ? 

Mr. Stoan. No, because he had not indicated that he had. All he 
said was not to be surprised if we saw our name in the paper. 

Mr. Davis. Did you follow through and ask him what he meant by 
seeing your name in the newspaper, and in what connection it would 
appear, and what the newspaper might say about you ? 

Mr. Stoan. No; we did not. We knew it would be in connection 
with this particular project. 
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Mr. Davis. And you suspécted that he might be using your name 
without authorization / 

Mr. Stoan. Well, he said, “Don’t be surprised if you see your name 
in the paper.” We went up there to say, “You are not authorized to 
use our name. 

Mr. Davis. What really puzzles me, Mr. Sloan, is that you did not 
ask him whether or not he had used your hame. 

Mr. Stoan. I assumed from his statement that he had not, nor had 
anyone else. 

Mr. Davis. He said something to you which implied at least that 
he had not used your name ¢ 

Mr. Stoan. I drew that conclusion from the fact that he said, 
“Don’t be surprised if you see your name in the paper.” The impli- 
cation was the future. 

Mr. Davis. Mr. Sloan, if you feared or had reason to believe that 
you might be involved in an unpleasant situation, or in publicity, or 
in any business’situation that you did not want to get involved 1 
would you not normally write a letter or make a record of some kind 
to protect yourself indicating that you did not give authorization for 
the use of your name? 

Mr. Sitoan. As I said before, I think it depends on your relations 
between people. I think a letter is not better than a man’s word, 
unless you are going to become involved in a lawsuit or things of that 
sort. 

Senator Henprickson. That is sort of reversing an old principle of 
law that every man is innocent until he is proven guilty. 

Mr. Davis. I am just trying to find out whether or not he would 
normally write such a letter. I am not here to give testimony, so I 
will not say what I was going to say. I am not accusing anyone of 
anything. I want to make that clear. I am trying to get at the 
facts. Lam trying to find out why a letter was not written. 

Senator Henprickson. You are making things pretty complicated 
for businessmen, if they have to write a business letter about every- 
thing they do. 

Mr. Davis. My experience as a lawyer is that businessmen write 
more letters than the y should, anyway. 

Senator Hrenprickson. My experience with lawyers is the same. I 
am a lawyer. 

Mr. Davis. In any event, on April 28 you went to your associates 
to see Mr. Von Tresckow and you told him, sir, that you did not want 
to get involved in any way ? 

Mr. Stoan. We did not want our name used in connection with this 
project. 

Mr. Davis. And on May 3 the worksheet that Mr. Saxe referred 
to embodying an earlier telephone conversation was sent to Mr. Von 
Tresckow ? 

Mr. Sioan. Yes. 

Mr. Davis. You visited Mr. Von Tresckow on May 6, did you not? 

Mr. Stoan. That is correct. 

Mr. Davis. That was at his home, was it not ? 

Mr. Stoan. That is right. 

Mr. Davis. What was the occasion of your visit? What led you 
to go to see him? 
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Mr. Stoan. The fact that in spite of our asking that our name not 
be used in connection with this project in a number of publications 
and it had come to the attention of a number of people, and we wanted 
retractions printed in such papers and periodicals as the statement 
appeared and we went there to see Mr. Von Tresckow to arrange for 
those retractions; and also at that time, in view of everything that 
had transpired to write a letter pressing our position. 

Mr. Davis. When did you first learn definitely that your name had 
been used in the AEC proposal ? 

Mr. Stoan. I suppose that a copy of Mr. Burch’s letter that was 
sent to us was the first indication that our name had been used. 

Mr. Davis. When did you receive that, more or less! It was mailed 
on the 30th of April. 

Mr. Stoan. Then it was probably May 

Mr. Davis. Which would be Monday. ‘April 30 was a Friday. 

Mr. Stoan. Monday was May 3. 

Mr. Davis. You have no record of when you received it, however? 

Mr. Stoan. No. I assume that would have been about it; as a 
matter of fact, between the 3d and the 6th from what we started to 
find from all sorts of sources. 

Mr. Davis. On May 3 you had received definite information that 
your name had been used without your authority in this proposal to 
the Atomic Energy Commission ? 

Mr. Stoan. Yes. 

Mr. Davis. Were you indignant at all about this improper use of 
your name after you had w arned Mr. Von Tresckow ? 

Mr. Stoan. Indeed we were. 

Mr. Davis. Did you call him or write to him ? 

Mr. Stoan. Not until the 6th. 

Mr. Davis. Not until the 6th. Did you discuss this with any of 
your fellow members of your firm or any of your directors? 

Mr. Stoan. With Mr. Saxe, Mr. C hampion, and Mr. Anson. 

Mr. Davis. Was there a directors’ meeting held to discuss this? 

Mr. Sioan. No. 

Mr. Davis. Can you tell me sir, why you waited until May 6 to go to 
see Mr. Von Trese ‘kow Q 

Mr. Stoan. Mr. Saxe says he thinks he was away. I am not sure, 

Mr. Davis. Do you have any recollection as to why you waited? 

Mr. Stoan. I think for one thing that the full impact of what had 
transpired really did not hit us till we started to receive phone calls 
from manufacturers and so on who wanted to know what this big job 
we were identified with was and so on, and we started to get a little 
curious ourselves and found out it was pretty widely disseminated by 
this time. 

Mr. Davis. On May 6 you called Mr. Von Tresckow and went to see 
him at his home? 

Mr. Stoan. We did. Mr. Von Tresckow unfortunately was sick 
in bed. 

Mr. Davis. Did you get there with the thought in mind of writing 
a letter, sir? 

Mr. Sioan. Yes. 

Mr. Davis. You testified before you thought you ought to have 
someone write. 

Mr. Stoan. At that point. 
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Mr. Davis. Yes. Did you discuss this proposed meeting with Mr. 
Von Tresckow before you went there with any of the officers or di- 
rectors of your company ¢ 

Mr. Svoan. Yes. 

Mr. Davis. Can you tell us about the nature of those discussions, 
what they said / 

Mr. Sioan. Yes. The general conclusions of the discussion were 
to the effect that we should do everything in our power to obtain 
proper retractions in the various newspapers and periodicals in which 
our name had been used in connection with this project, and we went 
up to Mr. Von Tresckow to enlist his help in seeing that those retrac- 
tions were obtained. 

Mr. Davis. Was anyone present besides Mr. Saxe, Mr. Champion, 
Mr. Von Tresckow, and you ¢ 

Mr. Stoan. Mrs. Von Tresckow was in and out of the room. As a 
matter of fact, Mrs. Von Tresckow was kind enough to act as secretary 
and took my dictation of that letter and typed it for me. 

Mr. Davis. Can you tell us, sir, what your conversation with Mr. 
Von Tresckow was when you first entered the room? What did you 
say to him and what did he say to you? 

Mr. Stoan. In general he agreed we were involved in a situation 
where, as professional engineers, there was a conflict of interest which 
was an untenable position for engineers to be in and that for that 
reason we could not participate in this proposal so far as the TVA 
- int was concerned, and we asked his assistance in obtaining the nec- 

sssary retrac tions. 

Mr. Davis. And what did Mr. Von Tresckow say to that? 

Mr. Stoan. Mr. Von Tresckow was very sympathic to our situa- 
tion and assisted us in every way that he could in view of his illness 
at that time. 

Mr. Davis. Did he demur in any way as to your statement that he 
had not been authorized to use your name? 

Mr. Stoan. No. 

Mr. Davis. Did you tell him that you had discussed the matter with 
your directors - had decided to pull out? 

Mr. Sioan. I do not think I made the statement in so many words. 
After all, there were three directors there—Mr, Champion, Mr. Saxe, 
and myself—and we had discussed it with Mr. Anson. 

Mr. McCiure. May I confer with Mr. Sloan a minute? 

Mr. Davis. Surely. 

Mr. Stoan. As Mr. McClure says, you used the term “pull out.’ 

Mr. Davis. Yes, sir. 

Mr. Stoan. I would like to make it clear, in our opinion we were 
never in. We refused to participate. 

Mr. Davis. You did not use those exact words? 

Mr. Stoan. Which words? 

Mr. Davis. “Pull out.” 

Mr. Stoan. No. 

Mr. Davis. You did not say to Mr. Von Tresckow that you were 
going to pull out? 

Mr. Stoan. No. We said we refused to participate. 

Mr. Davis. How long did this meeting last ? 

Mr. Stoan. I would” judge that we were there from perhaps 2:30 
until 5 or 5:30, during the course of which time the letter was done 
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over several times and, as you noticed this morning, there are still 
some ink corrections, 

Mr. Davis. Have you given me a fairly full description of the con- 
versation immediately prior to the dictation of the letter, sir? Is there 
anything you care to add? 

Mr. Stoan. No; I think that in general covers it. 

Mr. Davis. I show you, sir, a carbon copy of a letter dated May 6, 
1954, addressed to Mr. Von Tresckow and signed by you, and ask you 
whether that is a correct copy of the letter which was dictated by you 
at that meeting? 

Mr. Stoan. This is the letter. So far as the original is concerned, 
you raised some question this morning about this inking in down here. 

Mr. Davis. Yes, sir; I did. Would you care to explain that to us 
now ¢ 

Mr. Stoan. Yes; I would. I started to change it and then decided 
to leave it as it was and marked that “O. K.” 

Mr. Davis. Was that a change in the original or in your copy ? 

Mr. Stoan. I think that is just on the copy. I do not think that 
change is made in the original. 

I think you stated that ‘the or iginal was going to be changed. 

Mr. Burcu. You are correct. 

Mr. Davis. How many copies of this letter were made, sir? 

Mr. Stoan. I think only two. I think the original was Mr. Von 
Tresckow’s and we kept one. Perhaps there was a third copy. I am 
not sure; the original and one or two. 

Mr. Cuampton. There were two. 

Mr. Stoan. Were there two? 

Mr. Cuampton. Yes. 

Mr. Davis. What happened to the two carbons? 

Mr. Cuampton. That was one and I kept one. 

Mr. Davis. And you kept one? 

Mr. Cuampion. Yes. 

Mr. Davis. And the original went to Mr. Von Tresckow ? 

Mr. Stoan. I think so. We did not bring two copies back. We 
ri brought the one copy, but there was an additional copy left with 

*. Von Tresckow. 

Mr. Cuampion. That is right. 

Mr. Davis. Were any additional copies made and distributed to 
anyone else besides you and Mr. Von Tresckow ? 

Mr. Stoan. Not by us. 

Mr. Davis. Not by you? 

Mr. Stoan. No; none. 

Mr. Davis. Did you want the letter disseminated to other people? 

Mr. Stoan. Yes. There would certainly be no reason for it not to be. 

Mr. Davis. Did you make any effort to send that letter to any news- 
papers that had used your name or any sources such as the Atomic 
iastes Commission which had received telegrams using your name? 

Mr. Stoan. So far as the Atomic Energy Commission was con- 
cerned, General Nichols telephoned me that afternoon while we were 
in Mr. Von Tresckow’s apartment. I assumed that he had called the 
office and they had referred the call to Mr. Von Tresckow’s apartment. 

General Nichols asked me whether we were coming to Washington 
to keep the appointment on the 11th, and I said “No.” He said, 
“Thank you very much,” and hung up. 





124 POWER POLICY—DIXON-YATES CONTRACT 


Mr. Davis. Was this the first time you talked to General Nichols, 
at least about this proposal ? 

Mr. Suoan. Yes. 

Mr. Davis. Did you have any further conversations with him at all? 

Mr. Stoan. Yes. You asked me a question about that letter. Mr. 
Champion quoted portions of it. 

Mr. Cuampion. Yes; to the Memphis Appeal and to the Electrical 
World. 

Mr. Davis. And these excerpts from the letter were quoted by you 
to the papers and printed, sir? 

Mr. Cuamrton. In the Memphis Commercial Appeal a portion of 
the letter I quoted I think you will find in print as part of the 
retraction. 

Mr. Davis. Reading from that letter, sir, you say at the very begin- 
ning, “In our original discussions.” Will you tell me what that refers 
to your original discussions ? 

Mr. Stoan. That would go back to April 16 when Mr. Von Tresckow 
came in and mentioned the fact that there was such a project in the 
wind ; then the subsequent telephone discussion and meeting with him 
on April 28. Then there is something that has not been developed 
here, which was several telephone calls on May 1 wherein Mr. Von 
Tresckow called Mr, Saxe. 

Mr. Davis. Tell us about that. 

Mr. Stoan. That I think was in compliance with the telegram of 
the Atomic Energy Commission, that is, to the Atomic Energy Com- 
mission stating that we would ask for an appointment. Mr. Von 
‘Tresckow asked Mr. Saxe if he would send a telegram to the Atomic 
Energy Commission asking for this appointment, and Mr. Saxe called 
me and I said, “I will talk to Mr. Von Tresckow,” and I told Mr. 
Von Tresckow we would not send such a telegram. 

When you say “in our original discussions,” those are the periods 
and times which we are referring to there. 

Mr. Davis. All right. You say, and I quote from your letter: 

In our original discussions we had no knowledge of the fact that any private 
utilities were interested in the construction and operation of a generating station 
in the Tennessee Valley area for the Atomic Energy Commission. 

Did you at the time you wrote this letter, sir, have knowledge that 
private utilities were interested ¢ 

Mr. Stoan. We did. The Public Utility Spothght of May 2 had a 
paragraph in it to the effect that the Middle South Utilities and the 
Southern Co, had made a proposal to, I think it was the Atomic Energy 
Commission, at that time. 

Mr. Davis. Had you had no prior notice at all, sir, that any utility 
was interested in constructing a plant for the Atomic Energy Com- 
mission in the TVA area? 

Mr. Sioan. That is the first time I had any knowledge about it. 

Mr. Davis. Had youseen nothing in the trade press or heard nothing 
about it? 

Mr. Sioan, I had seen nothing up until that time. As a matter of 
fact, having seen it on May 6 in connection with working up this infor- 
mation with you, we went back through the Wall Street Journal trying 
to find out whether it had come out on any particular day and I cannot 
trace any knowledge of it on my part back beyond May 6, 





POWER POLICY—DIXON-YATES CONTRACT 125 


Mr. PAu Is that equally true of your associates here sitting with 
you, Mr. Saxe and Mr. Champion? Is that true, gentlemen? Do 
either of you have any knowledge of that prior to May 64 

Mr. Cuamrton. Just to clarify the record, the Spotlight was 
stamped in our office on May 5 so that was the date we received it. 

Mr. Stoan. That is right. The date it bears was May 6 and we 
received iton May 5. I stand corrected. 

Mr. Davis. The first point you tried to make in this letter is that 
when you originally met with Mr. Von Tresckow you did not know 
that any private utilities were interested in constructing a plant in the 
Tennessee Valley area for the Atomic Energy Commission ? 

Mr. Stoan. That is correct. 

Mr. Davis. Your letter goes on to say, sit 

It now develops that unauthorized use of our name has been made in con- 
nection with a proposal to the Atomic Energy Commission counter to one sub- 
mittetd by Middle South Utilities and the Southern Cos. 

Is your testimony, sir, that the first time you heard that Middle 
South and Southern were interested in that area was approximately 
May 6 ¢ 

Mr. Stoan. May 5 or May 6, that is right. 

Mr. Davis. You learned of this by seeing it in the magazine Spot- 
light ? 

Mr. Sioan. Public Utility Spotlight. 

Mr. Davis. The issue of May 6? 

Mr. Stoan. The May 6 issue which we received on May 5. 

Mr. Davis. I read the next sentence to you: 

On April 28 we pointed out to you that Gibbs & Hill, Inc., could not afford to 
have its name linked with any endeavor contrary to the interest of any privately 
owned utilities in this country. 

‘That is a correct statement; is it not? 

Mr. Sxioan. I do not want to take things out of context. I want to 
look at the letter asa whole. I wish you would read on. 

Mr. Davis. I will. I am going to read the whole letter with you, 
but that is what you said on Apr i] 28 to Mr. Von Tresckow; is it not? 

Mr. Stoan. That sentence is in that letter. 

Mr. Davis. Is in that letter ? 

Mr. Sxoan. That sentence that you just read is in the letter; yes. 

Mr. Davis. I read from this copy, but is that a correct statement of 
what you said to Mr. Von Tresc -kow on April 28¢ Is that what you 
said? That is what I asked you. 

Mr. Stoan. That is what is in that letter. I wrote that to Mr. Von 
Tresckow in that letter. 

Mr. Davis. Perhaps I am not m: aking myself clear. 

Mr. Sioan. You mean did I make that verbal statement to Mr. Von 
‘Tresckow ? 

Mr. Davis. Yes, sir. 

Mr. Stoan. I do not know whether I made just that verbal statement 
or not. 

Mr. Davis. However, you did put it in this letter ? 

Mr. Stoan. That is right. I would like to go on and qualify that. 

Mr. Davis. I am going to read the whole letter with you, sir. I am 
not taking anything out of context. What do you mean by the phrase 
in that sentence “could not afford to have its name linked”? 
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Mr. Sioan. I rephrase it elsewhere in the letter, what I was attempt- 
ing to say. 

Mr. Davis. I will read the whole letter, , but was that what you were 
attempting to say ¢ 

Mr. Sioan. I think what I am trying to say is that we cannot afford, 
so far as any of our clients are concerned, whether they are public 
utilities, or railroads, industrials, or what not, to act or do anything 
which is going to adversely affect our ability to stay in business and 
render a service. 

Mr. Davis. Do you mean by that, sir, that you might lose business 
if you went ahead with this Von Tresc kow group or proposal ? 

Mr. Stoan. No; not necessarily. Well, it might be. There is a 
conflict of interests involved here. I think you have to look at the 
overall picture. 

Mr. Davis. That is what I am trying to get at. Can you tell us? 

Mr. Sitoan. Yes; I can tell you what is exactly meant by that letter. 
The phraseology is not particularly good. It was written hurriedly 
and Mrs. Von Tresckow was very helpful, but it is not a very good 
letter. Here is the crux of the situation and it is stated in there: 
For 5 or 6 months prior to this particular TVA situation being brought 
to our attention we had been doing our best to persuade New Orleans 
Public Service that we had a service which would be beneficial to 
them and that we could do a job for them as their engineers and 
constructors. 

We had them visiting plants which we had designed and constructed 
and felt that we had been fairly effective in persuading them of our 
ability to serve them well. 

Now here comes a situation that goes back to one of the questions 
I think that Senator Langer develoned. We did not know enough 
about what was involved in this TVA thing. We did not know who 
was in it. That was one reason for our reluctance to have our name 
used. As it ultimately develops here, we find ourselves in a position 
where our name is used in conjunction with an endeavor in which a 
subsidiary of Middle South Utilities, a subsidiary of the parent com- 
pany of Middle South Utilities, was also submitting a proposition. 

Here we find ourselves in the position of being the engineer, on the 
one hand, of New Orleans Public Service and, on the other hand, try- 
ing to sell New Orleans Public Service our services. 

From a professional standpoint, it is an impossible position. 

Mr. Davis. I am a liitle puzzled by that, because you were simply 
trying to sell New Orleans Public Service at this time. 

Mr. Stoan. That is right. 

Mr. Davis. You did not have any business arrangements, or deal, or 
contractual relationship of any kind? 

Mr. Stoan. No. We had developed considerable interest in what 
we might be able to do for them. 

Mr. Davis. Is not any businessman or engineering firm in the same 
position, sir, when they are trying to sell their services? Is not every- 
one who is a potential customer of yours adversely affected if you go 
to work for one rather than the other? 

Mr. Stoan. I do not see how you as a lawyer can serve both the 
defendant and the plaintiff. 

Mr. Davis. Jt seems to me there is a difference. You have no fidu- 
ciary relationship? 
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Mr. Stoan. Yes. 

Mr. Davis. In what sense? 

Mr. Siroan. We work on a reimbursement and fee basis. 

Mr. Davis. Is it your understanding if you work for one utility 
you cannot work for any others? 

Mr. Sioan. No; but we cannot work for one organization which is 
trying to do a particular job and for another organization which also 
wants to do that particular job. 

But we cannot work on both. 

Mr. Davis. However, you are not working for New Orleans Public 
Service. 

Mr. Sitoan. We were not working for either one. What we had to 
do was make up our minds whom we wanted to work for. 

Mr. Davis. However, you were not working for New Orleans Public 
Service at this time? 

Mr. Sioan. That is correct. 

Mr. Davis. So that you were not in any fiduciary obligation to New 
Orleans Public Service. 

Mr. Sioan. No. 

Mr. Davis. And it would not have been unethical if you had chosen 
Von Tresckow instead of New Orleans Public Service. 

Mr. Sioan. I suppose not, except for the fact that we had told 
New Orleans Public Service some time prior to this that we were very 
interested in submitting a proposal to do this new work of theirs 
and we had spent time and money having them visit work that we 
had done. So far as they were concerned the ‘y expected us to submit a 
proposal if they requested us to. 

Mr. Davis. You had no definitive arrangements of any kind with 
them. 

Mr. Stoan. No. 

Mr. Davis. And you equally had been meeting with Mr. Von Tres- 
ckow, had you not ? 

Mr. Stoan. Not equally, no. 

Mr. Davis. You had been meeting with him, though. 

Mr. Stoan. Yes. 

Mr. Davis. You had discussed with Mr. Von Tresckow the proposal 
of building a 600,000-kilowatt plant ? 

Mr. Sioan. No, we did not discuss that. 

Mr. Davis. Did you not, submit a worksheet on May 3 giving him 
operating and cost data on a 600,000-kilowatt steam plant ? 

Mr. Stoan. A 600,000-kilowatt steam plant with a range of cost 
and a fuel price which would be applicable to the TVA area, but those 
figures could not be used without refinement for any particular appli- 
cation. It would be foolish to base a proposal on those figures. 

Mr. Davis. I understand that fully. 1 do not mean to imply or 
say to you that they were definitive figures. I am sure they were not. 
I am questioning your understanding of the ethics of the situation 
when you say that you felt more obligated to New Orleans than you 
did to Von Tresckow. 

Mr. Stoan. That is true. 

Mr. Davis. You had no definitive relationship with either one. 
They were both potential customers; were they not? 

Mr. Stoan. That is correct. 
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Mr. Davis. I fail to see, sir, why you would have a fiduciary or a 
great obligation in any sense to New Orleans. 

Mr. Stoan. Because they were the first ones we talked to. 

Mr. Davis. And simply because you had talked to them you felt 
you could not deal with anyone else bidding for the same? 
~ Mr. Stoan. If I were the client I do not think that I would feel par- 
ticularly well if a professional organization had been talking to me 
about rendering a service and then the time came and I was about 
ready to talk to them and I found out that they involved themselves 
in a position where there would be a conflict of interests and where 
they could not render the service. 

Senator Kerauver. Mr. Chairman, may I ask a question ? 

The CuHarrMan. Surely. 

Senator Kerauver. I do not understand this conflict of interests. 
That is the first time I heard that the New Orleans Public Service was 
interested in the Tennessee Valley region. What you were going to 
do for New Orleans did not have ‘anything to do with furnishing | the 
power up in this region; did it ? 

Mr. Stoan. Senator, New Orleans Public Service is a subsidiary 
of Middle South Utilities. 

Senator Kerauver. You feel that if you were doing some work for 
a subsidiary down there at New Orleans that would affect the hold- 
ing company, too‘ 

Mr. Suoan. Yes. 

Mr. Davis. Is this correct, sir, in terms of your testimony? If I 

im not accurate please correct -*, Are you saying, sir, that because 
you had been talking with the New Orleans company, which is a 
subsidiary of Middle South Utilities, although it does not operate 
in the Tennessee Valley area, but is simply owned by a company which 
does operate there, because you had engaged in some preliminary 
discussions with a view to doing some work for New Orleans Public 
Service you felt it would ke unethical to have a conflict of interest 
and to carry on any further work for discussions with the Von Tres- 
ckow group ? 

Mr. Sitoan. We felt that we could not do both and we think it is 
all right to make up our minds in a case like that whom we should 
work for. 

Mr. Davis. I am not questioning for one moment, sir, the right to 
determine whom you shall work for. I think you have a perfect 
right to do that. I was rather more interested in this conflict-of- 
interest theory of yours. 

Mr. Stoan. The conflict of interest would arise if we attempted to 
do both. 

Mr. Davis. Could you not have chosen one or the other? 

Mr. Stoan. Yes. 

Mr. Davis. Would there bave been anything unethical or wrong 
about choosing Von Tresckow, assuming you thought that was profit- 
able or best for you? 

Mr. S.ioan. No, sir; nothing unethical or wrong, except for the 
fact were I in our respective hoped-for clients’ position I think I 
would be inclined to look on whoever did it as somewhat of an 
opportunist. 
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Mr. Davis. Perhaps, but from your point of view there would not 
have been anything wrong in choosing one customer rather than the 
other. 

Mr. Sioan. eng unethical and there would have been nothing 
morally wrong. I do not think it would have been very wise. 

Mr. Davis. I would like, sir, now to go back with you to what we 
started to discuss. I had asked you to tell me what you meant by the 
phrase, you cannot afford to have your name linked, and you told 
me that it meant that it would adversely affect you, I believe, in 
some way. 

Mr. Stoan. That is right, because there would be conflict of interest. 

Mr. Davis. Do you mean, sir, or do not mean that you might run 
the risk of losing some business if you went ahead with the Von 
Tresckow group when you say you could not afford to have your 
name linked ? 

Mr. Stoan. I do not know if we went ahead with the Von Tresckow 
group and it developed into a project. We might get more business. 
1 do not know. 

Mr. Davis. You might get more business if you went ahead with 
the Von Tresckow group ? 

Mr. Stoan. We might. 

Mr. Davis. How is that consistent with your saying that you could 
not afford to have your name linked with any suc h endeavor ? 

Mr. Stoan. I said we might. It was our opinion that the other way 
would be better. 

Mr. Davis. Mr. Sloan, let me ask you ie Did you mean in any 
way—if you did not mean this you tell me so—by that phrase that you 
were afraid that you might lose some business if you went ahead with 

the Von Trese -kow group? 

Mr. Stoan. I think that is probably wi, ~ 

Mr. Davis. I am not criticizing you for 1 

Mr. Stoanx. No, no. TI think that is prbtiel ‘ly a correct statement, 
because I think that if I were in the position of the New Orleans 
Public Service, if they knew we were identified with this other pro- 


po al they might say, “Those fellows do not show very wood s ense, 
Here they have been soliciting work from us and now they become 
identified with a situation in which there is a conflict of interest so 


the \ could not possib ly serve us.” 

Mr. Davts. However’. you think you could mean by this that you 
might have lost some business if you had gone ahead ? 

Mr. Sroan. I think that is a fair statement. 

Mr. Davis. Was anything said to you by anyone to indicate that 
you might lose some business if you went ahead with the Von Tresckow 
group ¢ 

Mr. Stoan. No. 

Mr. Davis. More specifically, was anything said to you by anyone 
connected with Middle South Utilities that you might lose some ? 

Mr. Sioan. No. 

Mr. Davis. What about anyone connected with the Southern Co.? 

Mr. SLOAN. No. 

Mr. Davis. Anyone connected with the Atlantic City Co.? 

Mr. Sroan. No. 
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Mr. Davis. Anyone connected with the New Orleans Public Service ? 

Mr. Stoan. No. When you ask that question you mean anyone 
from any of those organizations ? 

Mr. Davis. From any of those companies. Did anyone from any 
of those companies get in touch with you directly or indirectly and 
indicate in any way that if you went ahead with the Von Tresckow 
group you might lose some business ? 

Mr Stoan. Absolutely not. 

Senator Kerauver. Or did any of them talk with you about the 


matte, é 

Mr. S We called Mr. England and we also called Mr. Hess 
who are pi able utility clients of ours when we found out about this 
situat vely They were familiar with the fact that we had been trying 
to reach the negotiation stage with the New Orleans Public Service 
hec e we had representatives of New Orleans Public Service visit 


their plants. 

We told them that this publicity which we had peered was being 
retracted and that we were not identified with this TVA project. 

Mr. Davis. May I hold that for just a moment ? 

Senator day rAuver. All right. I am sorry. 

Mr. Davis. You said something before that interested me, Mr. Sloan. 

asked you, if you will recall, why you waited until the 6th of May 
be ‘fore going to see Mr. Von Tresckow and you said that you did not 
at the time think it was too serious or you did not realize its ramifica- 
tions but that you began to get a number of phone calls from equip- 
ment people. Will you tell us what phone calls you received ? 

Mr, Stoan. Did we not establish that we did not know that Middle 
South and Southern Cos. were interested until the 5th of May ? 

Mr. Davis. I think you said that; yes. 

Mr. Suoan. I think that is the thing that crystallized i 

Mr. Davis. That is correct. I believe that is exactly wh: . you said, 
but I ask you now what phone calls you did receive that helped you 
to make your mind up to go up to see Mr. Von Tresckow on the 6th 
of May and from whom did you receive them ? 

What did they say? You mentioned some electrical equipment. 
people. Do you ree: all that ? 

Mr. Stoan. Yes. I had one call myself from Westinghouse Elec- 
tric Corp. 

Mr. Davis. Who called you from Westinghouse ? 

Mr. Stoan. Mr. Dralle. 

Mr. Davis. How do you spell that? 

Mr. Stoan. D-r-a-]-l-e. 

Mr. Davis. When did Mr. Dralle call you, sir, approximately and 
wh: at did he say to you? 

Mr. Stoan. I would guess it would be the 4th or the 5th, somewhere 
along in there. He simply asked what the big project was with which 
our name was being connected. 

Mr. Davis. With which your name was being publicized ¢ 

Mr. Sioan. Yes. 

Mr. Davis. Did he teli you where he had heard about the big project ? 

Mr. Stoan. He said, I think, their representative from Chattanooga 
or Nashville, or Memphis told him that Gibbs & Hill was being men- 
tioned in conjunction with this firm. 
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Mr. Davis. Did he not say this was with reference to building a 
plant in the TVA area for electrical energy ? 

Mr. Stoan. No. 

Mr. Davis. He said that someone had called from Chattanooga ? 

Mr. Stoan. He said his representative. I think it was the Chat- 
tanooga office. 


Mr. Davis. What did you say to him, sir? 


Mr. Stoan. I said that I assumed that the project was this develop- 
ment for TV A and that our name had been us be without authorization. 
Mr. Davis. You said that phone calls began to come in, but you 


received only one, 

Mr. Stoan. That is the « nly one. 

Mr. Davis. Did; in of your associates receive similar calls? 

Mr. Sioan. I believe Mr. Champion did. 

Mr. Davis. Mr. Champion, can you tell us about any calls you re- 
ceived along that line? 

Mr. Cuampion. Yes. I had called Mr. H. G. Ebdon, of Combustion 
Engineering. with reeard to a quotation. 

Mr. carte Will you identify that? 

Mr. HAMPION. Combustion Engineerin oe Co. of New York, 200 
cle 

Senator Krerauver. How do you spell his name? 

Mr. Cuampion. E-b-d-o-n, vice president. I called him in connec- 
tion with a quotation. He called me back and he said, “While I have 
you here, what is this I have heard about your n: ime being used in 
connection with the Mississippi Valley powerplant ?’ 

I said, “I never heard of a Mississippi powerplant as such.” 

He said, “Well, your name has been in the papers. We heard from 
Chattanooga because that is one of our principal factories.” 

I said, “Bert, if our name has been used in the papers it is com- 
pletely without authorization.” 

As , he said, “Well, I am very glad to know you are really 
not in it.” 7 

Mr. Davis. That was the whole conversation ? 

Mr. CHAmpion. Yes, sir. 

Senator Keravuver. I did not understand that right at the last there, 
Mr. Champion. 

Mr. Cuampron. I said, “If our name is in the papers, it has been 
used without authorization.” 

Senator Krerauver. He said that he was glad to know? 

Mr. Cuampion. He said, “I am glad you are not a part of it.” 

Senator Kerauver. Why was he glad? 

Mr. Cuampton. I never pursued it, sir. 

Mr. Davis. Did you ask him why ? 

Mr. Cuampton. No. 

Mr. Davis. Is that not rather a strange thing for him to say? 

Mr. Cuampton. I de not think so. 

Senator Kerauver. Why would you think it would be? What 
would he have to do with it, anyway ? 

Mr. Cuampton. As engineers we are always called by the manu- 
facturers when any project is up to see whether we are in it so they 
can start to work on us. In case we got the engineering job they 
wanted the boiler business. 











132 POWER POLICY—DIXON-YATES CONTRACT 


Senator Kerauver. It seems that he would have been glad that you 
vere in it instead of glad that you were not in it. 

Mr. Cuamrion. That is up to him. 

Senator Kerauver. Mr. Champion, you must know why he would 
say that. That would be so unusual that he would tell you that he 
was glad that you were not in it. You must know why he said that. 

Mr. Cuampion. I can only guess. No; I cannot guess. I do not 
know. 

Senator Keravuver. Did it not arouse your curiousity to follow it up 
with him? 

Mr. Cuampton. No; because we were more interested in talking 
about the particular quotation in hand that I was getting from him, 
and making arrangements. 

Senator Kreravuver. If you had this big steam plant it is quite likely 
that ¢ oe tion Engineering would be selling you equipment. 

Mr. Cuampion. They would surely try. 

Senator Kerravver. Is that what they make? Boilers and tanks? 

Mr. Cuampton. Yes. 

Senator Krravver. Do you not think that they might have known 
the Midwest was also bidding on it ? 

Do you think that might have had something to do with it? 

Mr. Cuampion. If they knew it did not develop in our conversation. 

Mr. Davis. Mr. Sloan, I turn back to your letter of May 6 and I will 
read the sentence we are discussing: 

On April 28 we pointed to you es Gibbs & Hill, Inc., could not afford to 
have its name linked with any endeavor contrary to the interests of any 
privately owned utilities in this country. 

Does that mean, sir, that you could not afford to get involved 
with any business enterprise that is contrary to the interests of any 
privately owned utilities in the United States ? 

Mr. Sioan. I think what it means in that letter is that as a general 
thing we cannot afford to have ourselves in a position where any of 
the people we serve, whether they are railroads, industries, or whatnot, 
feel that we are acting in a way that is detrimental to their interests, 
and that goes for work for the Atomic Energy Commission or whether 
we work for the Rural Electrification. 

We work for any of them. We cannot afford to do things which 
would antagonize our clients or prospective client 

Mr. Davis. Have you worked for any private utility interests that 
were in competition with others ? 

Mr. Stoan. You mean at the same time? 

Mr. Davis. Yes. I mean have you ever undertaken, let us say, 
the construction of an electrical energy plant for the X corporation 
or private utility which was in competition with any other corpora- 
tions which were private utilities? ; 

Mr. Stoan. Of course we have designed and/or built steam plants 
for industry where the industry might otherwise be serviced by a 

tility. 

Mr. Davis. You have? 

Mr. Stoan. Yes. 

Mr. Davis. It is incorrect then, sir, to say that what this sentence 
really means—and I am addressing myself to what I regard as an 
ambiguity, the phrase “any endeavor contrary to the interests of any 


~ 
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privately owned utilities’—is that you would or would not engage 
in any activity competitive to any privately vend utility ? 

Mr. Stoan. We have engaged in endeavors competitive to private 
utilities. 

Mr. Davis. I wonder if you could give me some spec ‘ific illustration 
of what you mean by “any endeavor contrary to the interests of any 
priv ately owned utilities.” 

Mr. Stoan. I think we have a case in point right here, if we became 
the engineers in connection with this TV A steam plant. 

Mr. Davis. The Von Tresckow proposal 

Mr. Stoan. Yes. Then I think that New Orleans Public Service 
in view of our having solicited their business would look at us and be 
pretty well convinced that we do not have OK 1d sense, because we could 
not do the one and still do the other. 

Mr. Davis. Then do I understand the proposal of Von Tresckow 
O put ina bid, a compe ting bid, with that of the Dixon- Yates group 
is what you mean by an endeavor contrary to the interests of any pri- 
Vi ately owned pub lie utilities ? 

Mr. Stoan. No 

Mr. Davis. Let me ask you again: Can you give me an illustration 
of what you do mean by “any endeavor contrary to the interests of 
any privately owned public utilities” ’ 

Mr. Stoan. We could go out and tear down their pole lines. That 
certal inly would be a ry. 

Mr. Davis. Yes; but you were not being asked to tear down their 
pole lines. 

Mr. Sioan. That is right. I think my wording is unfortunate and 
if you take th: at sentence by itself without looking at the overall pic- 
ture of what I am trying to develop in that letter you can draw im- 
proper inferences from that. I think that is true. 

Mr. Davis. I want to assure you, Mr. Sloan, that I do not really 
want to drag any improper inferences out of this, but I think that 
your sentence is susceptible to all sorts of interpretations perhaps, 
and I am trying to find out from you exactly what you meant by it. 

I must say to you in all honesty, as I read the letter—and I would 
like you to correct me—that sentence to me means that you pointed 
out to Mr. Von Tresckow that you could not afford to have your name 
linked with any business endeavor which would take money out of 
the pockets of the privately owned public utilities or create any busi- 
ness competition for them. 

Mr. Stoan. That is your interpretation. 

Mr. Davis. Yes, sir. Is that correct, or incorrect? 

Mr. Stoan. No; that is not correct. 

Mr. Davis. You would not engage in enterprises which compete with 
privately owned utilities. 

Mr. Stoan. We have. We would and have. 

Senator Keravver. However, would you in the future? 

Mr. Stoan. Yes, sir; under certain circumstances. We just fin- 
ished doing it in Savannah River hydrogen-bomb plant. We designed 
all utilities there. They have steam plants in the area there which 
are not otherwise served by a utility. 

Mr. Davis. When the Government asks for bids on power projects, 
do you feel it healthy and proper for various construction na 
to compete with one another in connection with such bids? 
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Mr. Stoan. Talking about construction pure and simple? 

Mr. Davis. Yes. 

Mr. Stoan. I do. 

Mr. Davis. You think that is healthy and proper. How about engi- 
neering companies that would assist these construction ¢ ompanies 4 

Mr. Stoan. We have a peculiar philosophy about engineers. We 
look on engineers as the agents of clients. We think that engineers 
should be completely free so that every act they make is in the best 
interests of the client. There are no conflicting interests of having 
to meet a particular price rather than to give the client the best 
possible job that he can get for the money. 

Mr. Davis. When the Government asks for bids, Mr. Sloan, on its 
power projects do you think it is proper for various engineering firms 
to associate themselves with or assist. various construction companies 
that will compete with each other in conjunction with such bids? 

Mr. Stoan. Somebody has to do the engineering; there is no ques- 
tion about that. It is more a matter of how it is done. 

Mr. Davis. My point being that, of course, you could not have any 
competition if all engineering firms felt that they ought not to engage 
in the sort of activity that I think you are condemning. 

Mr. Stvoan. I think the ethics of the Engineering Founders So- 
ciety and the American Institute of Consulting Engineers specifically 
prohibit com petition on engineering services. 

Mr. Davis. Specifically prohibit competition ? 

Mr. Stoan. That is correct. IT will not say that they are particu- 
larly effective because you can all find those who will go ahead and 
bid, but the theory of the Founders Society and the American Insti- 
tute of Consulting Engineers is that a client should make a careful 
investigation of a number of qualified engineers and then should 
decide which engineer he wants and sit down and negotiate a fair 
price for doing the work. 

Mr. Davis. Perhaps I have not made myself clear. 

Mr. Stoan. We think we are a little bit like lawyers. You do not 
quote lump-sum prices for your service, do you? 

Mr. Davis. I must say I have practiced law. When I am not with 
this committee, I do. When clients come in to see us and if, for 
example, any private utility wanted to come to us and wanted us to 
do something for them, we would not refuse to do their work be- 
cause they were in competition with other private utilities. 

Mr. Stoan. That was not my question. 

Mr. Davis. ck et me ask my question again and perhaps I can make 
it clearer. If two construction firms are se eking to enter competing 
bids to the Government for the construction of a@ power project or a 
powerplant, do you see any reason why any engineer is ethically bound 
to refuse to cooperate with either one or the other group? 

Mr. Stoan. I do not see any ethical reasons why he should not. 
Wait a minute. There may be situations where it might not be. 

Mr. Davis. Such as what? . 

Mr. Stoan. I am thinking of the conflict of interests that we would 
find ourselves in. 

Mr. Davis. The Von Tresckow group wanted to put in a competing 
bid with the Dixon-Yates group for the construction of that. plant, 
did it not? 

Mr. Sroan. Yes. 
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Mr. Davis. And you felt, sir, that it was contrary to your interests 
to have your name linked in any endeavor, you say in your letter, 
which is contrary to the interests of any privately owned utilities, 
and therefore you feel you ought not to be joined up in any way with 
the Von Tresckow competing bid ? 

Mr. Sioan. No; I think the specific reason is the one I went through 
before, the fact that, as I say in that letter, we had been soliciting 
work from the New Orleans Public Service. That is the thing, be- 
cause we could not do the other without being in a situation where 
there would be a conflict of interests. 

Mr. Davis. The reason you feel that you could not afford to be 
linked up with the Von Tresckow group is that you had been soliciting 
business from New Orleans? 

Mr. Stoan. That is right, that we had already been working with 
them trying to solicit this business. For us, having spent this time 
and effort and money soliciting this business to suddenly plop over 
and put ourselves with a group that would be competing with them 
for a particular job and still expect them to deal with us does not 
make sense. 

Mr. Davis. However, they were not competing with New Orleans 
Public Service, were they? New Orleans Public Service had no bid 
or interest in this, did it, directly ? 

Mr. Stoan. They are a part of Middle South Utilities. 

Mr. Davis. Its interest was indirect in that it is part of the Middle 
South group ? 

Mr. Stoan. That is right. 

Mr. Davis. And you felt that you could not, therefore, engage in 
any competing activities with any of the Middle South group or 
the Southern group ? 

Mr. Stoan. While we are trying to solicit their business; yes. 

Mr. Davis. Even chow you had no business with them 

Mr. Stoan. That is right. We had started soliciting their business. 
To me we would appear very foolish, having spent money and actively 
worked soliciting from them, to suddenly put ourselves in the position 
where there is a conflict of interest here. They would say “You would 
not be solely governe d by our business interests, if you were involved 
in this other situation.’ 

Mr. Davis. Mr. Sloan, as I understand it, Gibbs & Hill is one of 
the larger and more reputable and better engineering firms in this 
country. 

Mr. Stoan. We hope that we are reputable and better. I do not 
know how large we are. 

Mr. Davis. Are there many large engineering firms that can under- 
take the work of the plant involved ? 

Mr. Snroan. Yes. 

Mr. Davis. About how many, roughly ¢ 

Mr. Stoan. I would say 7 or 8. 

Mr. Davis. Only 7 or 8 in the country # 

Mr. Sroan. That is all I can think of. 

Mr. Davis. Do you know whether they all feel the same way you 
do about this, sir? y, 

Mr. Stoan. I do not know. I do not imagine they all do, because 
they are not in the same position we are. They have not been solicit- 
ing the business from New Orleans Public Service. 
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Mr. Davis. Mr. Sloan, are you not really soliciting business from 
any electric utility, if only by virtue of your existence, and by the 
fact that your door is open, and your name is on the door, and you 
advertise ¢ 

Mr. Stoan. It is not very rewarding, let me say, to do it on that 
basis. Asa matter of fact, we do not advertise. 

Mr. Das is. Did you approach New Orleans or did they approach 
you on this project you s ay that you were interested in he re? 

Mr. Suoan. I think Mr. Champion approached them. 

Mr. Cuampion. May I tell you how that was done? 

Mr. Davis. Yes. 

Mr. Crampton. An employee of the city public service board in 
San Antonio, who were clients of ours, had formerly worked in New 
Orleans. On a visit to New Orl ans he was questioned by the officials 
of the public service about our work in San Antonio. He told me of 
it, and we arranged a meeting as a result of that visit. 

Senator Kerauver. When was that, Mr. Champion ? 

Mr. Cuampton. The spring of 1953, or somewhere back in there. 
It is more than a year ago, sir. 

Mr. Stoan. Then we followed it up. We followed it up when we 
found that out 

Mr. Davis. You approached them and solicited their business ? 

Mr. Sioan. I think that is a fair statement. We heard there was 
some interest in our work and we approached them and followed it up. 

Mr. Davis. ne Mr. Von Tresckow approached you and solicited 
your engineering assistance ? 

Mr. Sioan. ielsioneuntin. 

Mr. Davis. Yes, sir. And yet you felt that nevertheless because of 
the fact that you had approached New Orleans and asked them for 
some work, you were somehow ethically bound to them and had to 
refuse to go along with any proposal by Von Tresckow; is that correct ? 

Mr. Stoan. We think that when you express interest in doing some- 
thing for someone it is not a very profitable thing to suddenly find the 
grass looks greener in some other pasture and say, : rry, I cannot 
do that for you, because this looks a lot better to us.” I do not think 
you make friends, and continuing clients. 

Mr. Davis. Perhaps you do not make friends. Did New Orleans 
give you any reason to believe that they were going to retain you on 
this job? 

Mr. Stoan. They traveled from New Orleans to San Antonio and 
to Indianapolis, looking at our plants, and seeing the type of work 
that we did. We thought that was an expression of interest. 

Mr. Davis. Have they retained you, to this day? 

Mr. Stoan. No. 

Mr. Davis. If they never retain you, at what point will you feel 
free to undertake to perform engineering services for competing 
companies ¢ 

Mr. Stoan. I do not know. 

Mr. Davis. I am trying to see how far this goes. 

Mr. Stoan. Hope springs eternal in the human breast, I suppose. 

Mr. Davis. You would normally assist the Von Tresckow group 
or any other group in a competing bid in the public-utility field, absent 
this factor of your having solicited business from a competitor ? 
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Mr. Stoan. If we were satisfied as to the reliability of the whole 
setup and satisfied as to the ethics of the whole setup, I see no reason 
why we should not. 

Mr. Davis. I gather this is what you meant when you said you 
could not afford to have your name linked with any endeavor con- 
trary to the interests of any privately owned public utilities in this 
country. 

Mr. Stoan. What we have just been talking about is what I meant. 

Mr. Davis. I call your attention that you did not say “contrary to 
the interests of New Orleans” or “Middle South”; but you said “any 
privately owned public utilities.” 

Mr. Stoan. I then became specific later on. 

Mr. Davis. I will read your next paragraph : 

The use of our name has come to the attention of Mr. Dixon, president of 
Middle South Utilities, and through him to Mr. England, president of Atlantic 
City Electric, one of our clients, and to a number of electrical equipment and 
boiler manufacturers. One of the subsidiaries of Middle South Utilities is the 
New Orleans Public Service Co., with whom we have been endeavoring to negoti- 
ate an agreement for the design and/or construction supervision of their new 
station. 

Mr. Stoan. That is right. 

Mr. Davis. I gather from that that the New Orleans Public Service 
Co. is negotiating or considering construction of a new station; is that 
correct ¢ 

Mr. Sioan. Yes. 

Mr. Davis. lave they asked for bids? 

Mr. Stoan. I do not know—not from us. 

Mr. Davis. Have they published any information to the effect that 
they are oaneraes ing constructing a new station ¢ 

Mr. Stoan. I do not know. 

Mr. Davis. Have you been informed that they are? 

Mr. Sioan. That is what they told us when we talked to them— 
that they had it under consideration. 

The Cuairman. We have to go on the floor again. If it is con- 
venient, perhaps we should start at 9 o’clock in the morning. 

Senator Keravuver. It is all right with me. 

(Whereupon at this point the subcommittee took a short recess, 
after which the hearing was resumed. ) 

Senator Henprickson (presiding). The committee will be in order. 
Had we finished with the last witness? 

Mr. McCuvure. Mr. Sloan is still on the stand, I believe, Senator. 

Senator Kerauver. Mr. Chairman, the chairman seemed to have 
an idea that we had finished for this afternoon and were going to 
come back at 9 o’clock in the morning. 

Mr. Davis. That was my impression, sir, but I had understood that 
he was going to try to come back. 

Senator Henpricxson. That was the impression, apparently, of 
the Senator from Tennessee, that you were coming back. 

Senator Kerauver. I had the impression that we had finished. 
That was my impression. 

Senator Henprickxson. The Senator asked me on the floor to come 
back and proceed with the hearing. If you want to proceed with 
the witnesses, we will be here until the next vote. 

Senator Keravuver. I had a lot of questions to ask of Mr. Sloan. 
May I inquire how long it will take? 
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Mr. Davis. Depending upon the answers, I would say it would 
take about another half hour. 

Senator Henprickson. You are not going to spend another half 
hour on that letter, are you? 

Senator Kerauver. Mr. Chairman, why do we not recess, then, 
until tomorrow morning ? 

Senator Henprickson. I would like to be as considerate of the 
witnesses as possible. I assume that they have come a long way. 

Mr. Stoan. From New York. That is not too bad. I think that is 
all right, Senator, if you prefer it. 

Mr. Davis. You can go on next week, if you would like. I am 
prepared to go ahead at the convenience of the committee. 

Senator Henprickxson. Counsel, you cannot finish tonight anyway, 
can you? 

Mr. Davis. I have about a half hour, and then I have another 
witness. 

Senator Henpricxson. You have another witness in addition to 
Mr. Sloan? 

Mr. Davis. Yes, sir. 

Senator Henpricxson. How long would it take to conclude with 
his testimony ¢ 

Mr. Davis. I would guess about a half hour. 

Senator Henprickson. How much time did the Senator from 
Tennessee want ¢ 

Senator Keravuver. I would think it would take me about 10 or 15 
minutes to question Mr. Sloan. I do not know how long it will take 
with Mr. Von Tresckow. 

Mr. McCuiure. We do not want to find ourselves short of time 
tomorrow morning, Mr. Chairman, because I understand you have 
another hearing fixed for 10 o’clock tomorrow morning. 

Senator Keravuver. Instead of 9 o’clock, why do we not have this 
hearing at 10:30? Can you finish that hearing in 30 minutes, you 
say ¢ 

Mr. Davis. Yes, sir. 

Mr. McCuvure. With five witnesses? 

Mr. Davis. Mr. McClure, they sometimes submit statements. 

Senator Henprickson. Without objection, it will be the order that 
when we recess, we will recess until 10:30 tomorrow morning. 

The Chair would suggest that the Senator from Tennessee might 
proc ee d W ith his questions, be cause possibly some of his questions will 
cover some of counsel’s. 

Senator Kerauver. I would rather wait until he finishes. 

Mr. Davis. Let me try to finish in a hurry, Senator. 

Senator Henprickson. Proceed. 

Mr. Davis. I have just a few more questions on this letter and then 
I will leave it, Mr. Sloan: 

Did you discuss this matter of the Von Tresckow proposal with Mr. 
Dixon of Middle South Utilities at any time? 

Mr. Stoan. I have never spoken to Mr. Dixon. 

Mr. Davis. To the best of your knowledge, did anyone connected 
with Gibbs & Hill discuss the matter with Mr. Dixon? 

Mr. Stoan. I believe vou talked to Mr. Dixon, but not about this 
letter, unless you quoted it? 
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Mr. Cuamrron. I quoted the capitalized part of that letter to Mr. 
Dixon just as a matter of information, to confirm the fact. 

Mr. Davis. I see. You quoted this to Mr. Dixon? 

Mr. Cuampron. I quoted the capital letter part of the letter, the 
paragraph in capital letters, to Mr. Dixon as our statement of with- 
drawal. 

Mr. Davis. How did you come to speak to Mr. Dixon, Mr. Champion ? 

Mr. Cuampron. As Mr. Sloan indicated, when I called our utility 
clients to notify them of our complete lack of any connection with 
this project—that constituted the Indianapolis Power & Light Co. 
and Atlantic City Electric Co—Mr. England, of the Atlantic City 
Electric Co., had suggested that I call Mr. D'xon and tell him we were 
completely out of any proposition with the Von Tresckow group, and 
1 quoted that letter. 

Mr. Davis. Mr. England called Mr. Dixon ? 

Mr. Cuampron. I called Mr. England, and he said, “Why don’t you 
call ?” 

Mr. Davis. Call Mr. Dixon? 

Mr. Cuampron. “Call Mr. Dixon and tell him what you have just 
told me.” 

Mr. Davis. And you did call Mr. Dixon ? 

Mr. Cuampron. I did call him. 

Mr. Davis. What is the approximate date of this, roughly ? 

Mr. Cramr1on. That is approximately the next day, Saturday. 

Mr. Davis. About the 7th. All right. And what did Mr. Dixon 
say to you? 

Mr. Cuampton. “Thank you. I am glad to know your statement.” 

Mr. Davis. Does your firm have any business relationships with Mr. 
Dixon, or the Middle South Utilities? 

Mr. Sioan. Only the one we were trying to get with New Orleans 
Public Service. 

Mr. Davis. Only the subsidiary, New Orleans; is that correct ? 

Mr. Stoan. That is correct. 

Mr. Davis. Do you know how your name came to the attention of 
Mr. Dixon, Mr. Sloan ? 

Mr. Stoan. My name, or Gibbs & Hill’s name ? 

Mr. Davis. You say in your letter— 

The use of our name has come to the attention of Mr. Dixon, president. * * * 


Mr. Sioan. The name of Gibbs & Hill? 

Mr. Davis. Yes. 

Mr. Stoan. I don’t know specifically, but I judge through the articles 
in the press. 

Mr. Davis. Isee. And your letter goes on to say 
And through him to Mr. England, president of Atlantic City Electric. 


Did Mr. England tell you that Mr. Dixon had called him ? 

Mr. Stoan. Mr. Champion had a telephone conversation. I be- 
heve Mr. England and Mr. Dixon were in Washington on the Atomic 
Energy Commission, the Edison Institute. 

Mr. Cuampion. As a part of my telephone conversation mentioned 
before, with Mr. England, he said he had known of our name being 
used, because he and Mr. Dixon together were in the office of Mr. ( ‘ook 
of the Atomic Energy Commission, and jointly heard our name used 
in connection with this Von Tresckow proposal. 
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Mr. Davis. He heard your name used ? 

Mr. Cuampton. Yes. 

Mr. Davis. They were not more specific than just that they had 
heard it? 

Mr. Cuampron. Yes. 

Mr. Davis. Did you ever ask them how they came to hear your 
name ¢ 

Mr. Cuampton. No; I did not. 

Mr. Davis. All right, sir. 

Mr. Sloan, you also say “and to a number of electrical equipment 
and boiler manufacturers”—that your name has come to their atten- 
tion. 

Mr. Stoan. Well, I mentioned Westinghouse and Mr. Champion 
mentioned Combustion. 

Mr. Davis. Are those the only two? 

Mr. Stoan. I couldn’t be sure. I remember distinctly Raleigh of 
Westinghouse calling me, and I remember Mr. Champion telling me 
of his talk with Ebden of Combustion. I don’t specifically remember 
any others. I think they were not telephone conversations, just meet- 
ing somebody. 

Mr. Davis. Do you, Mr. Champion or Mr. Saxe, know of any elec- 
trical equipment or boiler manufacturers ¢ 

Mr. Cuampron. No other manufacturers ever telephoned me in this 
connection. 

Mr. Saxe. No. 

Mr. Davis. At any time have any of you gentlemen heard from 
Mr. Dixon subsequent to the telephone conversation between Mr. 
Champion and Mr. Dixon ? ; 

Mr. Sioan. I have not. 

Mr. Cuampton. I have not, sir. 

Mr. Davis. I would like to ask you squarely, sir, has Mr. Dixon in 
any way, dire tly or indirectly, tried to influence you with regard 
to whether or not you ought to continue as the engineers for the Von 
Tresckow group ? 

Mr. Stoan. No. 

Mr. Davis. Is that true of Mr. England ? 

Mr. Sioan. Yes. 

Mr. Davis. Any of their associates? 

Mr. Stoan. None of them exercised any influence at all, one way 
or the other. , 

Mr. Davis. Any officer or agent of any public utility ? 

Mr. Stoan. No. 

Senator Henprickson. The Chair would like to note here the pres- 
ence of Senator Kilgore from West Virginia. 

Mr. Davis. I notice that the statement that you wanted to have 
published, sir, is that “We”’—meaning Gibbs & Hill—*will not par- 
ticipate in any activity detrimental to the privately owned public 
utility industry in this country.” Is that correct, sir? 

Mr. Sioan. Yes. 

Mr. Davis. Can you tell me how it would be detrimental to the 
private utility industry of this country if you were to perform these 
engineering services for the Von Tresckow group? 

Senator Henprickson. Counsel, haven’t we been over that again 
and again? The letter speaks for itself, as far as I am concerned, 
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and the people whom you have to convince are the members of the 
committee. 

Mr. Davis. Senator, I would like to know whether this means or 
does not mean that they would engage in any competing activity. If 
it does not, I would like to have Mr. Sloan say so. 

Mr. Stoan. I think I have answered it before. 

Mr. Davis. Would you mind answering it again ? 

Mr. Stoan. As I told you, with the negotiation which we had under 
way with New Orleans Public Service we did not feel we could put 
ourselves in a position where they could say we would have a divided 
interest, which we would have if we became a part of Mr. Von 
Tresckow’s proposal. 

Mr. Davis. Let me ask you this question, Mr. Sloan—— 

Senator Henpricxson. Now, you asked a question there, counsel, 
that I think would be a very appropriate question. 

Will you read back the part of the record just before Mr. Sloan 
answered the question ? 

(The record was read by the reporter.) 

Mr. Davis. I have one final question on that sentence. 

Would Gibbs & Hill, sir, engage at all in any activity detrimental 
to the privately owned public utility industry ? 

Mr. Stioan. I don’t think that we would knowingly do that any 
more than we would engage in any activity detrimental to the railroad 
industry, or industry in general. They are all our clients. 

Senator Kiicorr. By that, of course, you mean private industry ? 

Mr. Stoan. No; I will carry that a step further. 

Senator Kircgorr. That you would not take an engineering contract 
from the United States Government if they asked you to? 

Mr. Stoan. Of course we would have, and have, and do. 

Senator Kineorr. I thought so, because I know of several jobs 
which you have done. 

Mr. SLoan. Quite so. 

Mr. Davis. We discussed before the interlineation and attempted 
change here, and I would like to clear that up. 

The words “detrimental to” on this copy which was obtained from 
your files in response to our subpena are crossed out, and on top of 
them in pen and ink are printed the letters “compet,” those letters in 
turn are crossed out and in the margin are written the words “O. K.” 

Mr. Stoan. Meaning that the original was left “detrimental to.” 

Mr. Davis. Untouched ? 

Mr. Stoan. Untouched. 

Mr. Davis. I see. Can you tell us what that word was? Was that 
“competing” ? 

Mr. Stoan. Probably that was what I had in mind. I had in mind 
some other wording. I know that, because I am not satisfied with 
“detrimental to.” I don’t think that exactly expresses what I wanted 
to say. 

Mr. Davis. What I am driving at is: Is it correct, sir, to say that 
you at one time crossed out the words “detrimental to” and were going 
to substitute the word “competing” and decided that was not what you 
wanted to say and crossed that out ¢ 

Mr. Sioan. That is right, a word of that nature, and I decided to 
leave it the way it was originally. 
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Mr. Davis. And you did not want to make the change to “compet- 
ing,” is that right ? 

Mr. Stoan. That is what I had in mind. It was something in that 
order. 

Senator Kingorr. Mr. Sloan, how far is it from New Orleans to 
Memphis ? 

Mr. Stoan. Can I look in my diary Senator. I would have to guess. 
Is it 500 or 600 or 700 miles? { 

Senator Kincorr. Inasmuch as this plant was in the Memphis area, 
how could it be detrimental or competing with a New Orleans project ¢ 

Mr. Stoan. The New Orleans Public Service is a subsidiary, one 
of the operating companies owned by Middle South, Senator. 

Senator Ki.core. Middle South, then, is the parent company. How 
many subsidiaries do they have? 

Mr. Stoan. I am not sure. I know there is New Orleans Public 
Service and Arkansas Power & Light, I believe it is, on whose property 
this proposal is made to build. They are the two that I am sure of. 

Senator Kiregore. And the partnership names here were the names 
of the two top officials of Arkansas Power & Light and Middle South; 
is that right? 

Mr. Sroan. No; of the Southern Co. and Middle South. 

Senator Kingorr. And while this did not directly compete in any 
way with New Orleans Power & Light, it did affect the territory, or 
rather, was on the fringe, I would say, of the territory at that time 
served by another subsidiary or a brother or sister company ? 

Mr. Stoan. That is correct, sir. 

Senator Kinegore. And for that reason would be considered as being 
competitive to the inte rests of Middle South ¢ 

Mr. Sioan. Yes, si 

Senator Kricore. id as over here we have Columbia Gas & Elec- 
tric, which heads all the companies, and down there is Middle South, 
apparently ¢ 

Mr. Stoan. That is just my point, sir. It seemed to me that we 
would be in a position where we would have conflicting interests. 

Senator Kitgore. That is all 1 wanted to clarify for the record, to 
show that as designing engineers you were faced with this situation 
with other contracts. I want to get this Middle South firmly fixed in 
this picture. Middle South is not only a holding company, but they 
also have operational jobs, do 5 

Mr. Sioan. I don’t think so. That is not my understanding. I 
undersood they were just a aes nt and not an operating company. 

Senator Kircore. I have had an idea from this morning’s hearing 
that probably they had certain territory that they the mselves served. 

Mr. Stoan. That is not my understanding, Senator. 

Senator Kincorr. All right. Thank you very much. 

Mr. Davis. Did your firm receive a telephone call on May 12, 1954, 
from a Mr. Waite, W-a-i-t-e, of the Federal Power Commission? 

Mr. Stoan. Yes; I believe there is a memorandum in our files. 

Mr. Davis. Yes, sir; there is. Had you received any prior tele- 
phone calls from Mr. Waite or from anyone else in the Federal Power 
Commission / 

Mr. Stoan. Not to my knowledge. I have a vague recollection of 
hearing that Mr. Waite called twice, once and then again. He couldn’t 
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wait. I think Mr. Johnson wrote a memorandum to the file about his 
telephone conversation. 

Mr. Davis. Yes, sir. 

Mr. Stoan. I think he indicated that he called twice. 

Mr. Davis. May I read it? 

Mr. Sioan. Yes. 

Mr. Davis. This is a memorandum marked “NB.” Would that be 
new business ? 

Mr. Suoan. Yes. 

Mr. Davis. This is a memorandum marked “New Business File,” 
dated May 13, 1954. Apparently copies of this were sent to you, Mr. 
Sloan, to E. H. A. and J.B.S. I guess that is Mr. Saxe? 

Mr. Stoan. Mr. Saxe. 

Mr. Davis. This i is the memorandum ; 

Yesterday Mr. Waite of the Federal Power Commission office in New York 
called to inquire whether the publicity released in Memphis by the law firm of 
Burch, Porter & Johnson had been retracted. Not knowing the situation I told 
him I was under the impression that a retraction was in process and suggested 
that you, E. H. A., or J. B. S. would give him the details. In the meantime, 
however, I found in the file a clipping from the Memphis paper, the Commercial 
Appeal of May 7, as well as a copy of your letter to the McGraw-Hill Publishing 
Co. on the same subject which I told Mr. Waite about in a subsequent phone call. 
He seemed to be obviously pleased and relieved that the retraction was an accom- 
plished fact, and stated that he had been requested to ascertain exactly this by 
the main office of the Commission in Washington. 

His New York number is CO 7-8897. 

It is signed: “B. D. J.” 

Sir, can you tell me how Mr. Waite knew or got the impression that 
a retraction was in provess ? 

Mr. Stoan. I have no idea 

Mr. Davis. Can either of your associates tell me? 

Mr. Saxe. I cannot. 

Mr. Cuampron. I cannot. 

Mr. Davis. Did you have any impression as to who in your firm 
spoke to him? 

Mr. Stoan. Mr. Barkley Johnson wrote that memorandum. 

Mr. Davis. Mr. Johnson did not speak to you about a conversation ? 

Mr. Stoan. I wasn’t there, so he put it in the form of a memo- 
randum. I think he probably enlarged on it verbally, but he didn’t 
add anything to the essence. 

Mr. Davis. Mr. Sloan, I am intrigued by the sentence that is at 
the end which reads that Mr. Waite “seemed to be obviously pleased 
and relieved that the retraction was an accomplished fact.” Can 
you tell me why Mr. Waite should be pleased or relieved ? 

Mr. Sioan. I haven’t the vaguest notion. 

Mr. Davis. Do you know, sir, why Mr. Waite was requested to 
ascertain exactly this by the main office ? 

Mr. Stoan. I do not. I don’t know Mr. Waite, have never talked 
to him. 

Mr. Davis. Did you have any contact with the Federal Power 
Commission with regard to this situation? 

Mr. Stoan. None at all. 

Mr. Davis. Did any of your associates have any contact ? 

Mr. Stoan. No; not to my knowledge, except the telephone call 
which is referred to in that memorandum. 
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Mr. Davis. I would like to turn back for one last question, sir: At 
the time you wrote the May 6 letter in the presence of Mr. Von 
Tresckow, did Mr. Von Tresckow say to you in any way words to 
the effect: “Aren’t you afraid? Aren’t you hurting your own 
business ?” 

Mr. Stoan. I don’t know whether that is exactly the phraseology 
he used. I think he did make a remark which might raise that 
question in our minds, something to the effect of, “Are you sure that 
in the overall picture that you are making a right move?” 

Mr. Davis. I have no further questions, sir. May we mark this 
as a Sloan exhibit? 

Senator Henprickson. Without objection, that will be incorporated 
in the record at this point. 

(The documents referred to were marked “Sloan Exhibits Nos. 7 
and 8,” and are as follows:) 


SLOAN ExHIbit 7 


NEw York, N. Y., May 6, 1954 
Mr. WALTER Von TREScCKOW, 
400 East 52d Street, New York 22, N. ¥. 

Drar Mr. Von Tresckow: In our original discussions we had no knowledge 
of the fact that any private utilities were interested in the construction and 
operation of a generating station in the Tennessee Valley area for the Atomic 
Energy Commission. 

It now develops that unauthorized use of our name has been made in con- 
nection with a proposal to the Atomic Energy Commission counter to one sub- 
mitted by Middle South Utilities and the Southern Cos. 

On April 28 we pointed out to you that Gibbs & Hill, Inc., could not afford to 
have its name linked with any endeavor contrary to the interests of any privately 
owned public utilities in this country. 

The use of our name has come to the attention of Mr. Dixon, president of 
Middle South Utilities, and through him to Mr. England, president of Atlantic 
City Electric, one of our clients; and to a number of electrical equipment and 
boiler manufacturers. One of the subsidiaries of Middle South Utilities is the 
New Orleans Public Service Co., with whom we have been endeavoring to 
negotiate an agreement for the design and/or construction supervision of their 
new station, 

In view of the foregoing it would seem necessary to have statements issued 
in such newspapers as Gibbs & Hill’s name has been mentioned in connection 
with this project, to this effect: THAT WE WILL NOT PARTICIPATE IN 
ANY ACTIVITY OF THE PRIVATELY OWNED PUBLIC UTILITY INDUS- 
TRY IN THIS COUNTRY 

Any personal names or company names used above are confidential and have 
been mentioned for the sole purpose of adequately presenting Gibbs & Hill’s 
position 

Yours very truly, 
Giegs & Hitt, INc., 
Davin B. SLoan, President. 


SLOAN Exursir 8 
MEMORANDUM 


NEW BUSINESS FILE 

May 18, 1954. 
Yesterday Mr. Waite of the Federal Power Commission Office in New York, 
called to inquire whether the publicity released in Memphis by the law firm of 
Burch, Porter & Johnson, had been retracted. Not knowing the situation, I told 
him I was under the impression that a retraction was in process and suggested 
that you, E. H. A., or J. B. S. would give him the details. In the meantime, 
however, I found in the file a clipping from the Memphis paper, the Commercial 
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Appeal of May 7, as well as a copy of your letter to the McGraw-Hill Publishing 
Co. on the same subject which I told Mr. Waite about in a subsequent phone call. 
He seemed to be obviously pleased and relieved that the retraction was an accom- 
plishd fact and stated that he had been requested to ascertain exactly this by 
the main office of the Commission in Washington. 

His New York number is CO 7-8897. 


Senator Henprickson. Senator Kefauver? 

Senator Kerauver. Mr. Chairman, I wondered, are we going to 
carry over until 10:30 in the morning? 

Senator Henpricxson. That was the previous order; yes. 

Senator Kirgore. I have to return to the floor soon myself. 

Senator Kerauver. I will reserve my questions until then. I did 
have a matter that I would like to take up with the members of the 
committee briefly. 

Senator Henprickson. All right, gentlemen. You are all excused 
until tomorrow morning at 10: 30. 

(Whereupon, at 6:20 p. m. the subcommittee was recessed, to recon- 
vene at 10: 30a. m., Friday, July 2, 1954.) 
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FRIDAY, JULY 2, 1954 


Unitrep Srates SENATE, 
SuBcoMMITTEE ON ANTITRUST AND Monopo.y 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:30 a. m. in room 
424 of the Senate Office Building, Hon. William Langer (chairman 
of the subcommittee) presiding. 

Present: Senators Langer, Kilgore, and Kefauver. 

Also present: Sidney Davis, counsel to the subcommittee. 

Also present: Daniel James, Cahill, Gordon, Reindel & Ohl, Wash- 
ington, D. C., representing Middle South Utilities, Inc.; and Carl H. 
McClure, representing Gibbs & Hill, Inc.; and Lucius E. Burch, Jr., 
representing the Von Tresckow group. 

The CuarrmMan. The meeting will come to order. 

You may proceed. 


STATEMENT OF DAVID B. SLOAN, PRESIDENT, GIBBS & HILL, INC., 
NEW YORK, N. Y., AND JOHN B. SAXE, AND EDWARD L. CHAM- 
PION OF GIBBS & HILL, INC., ACCOMPANIED BY THEIR COUNSEL, 
CARL H. McCLURE 


Mr. Davis. Mr. Sloan, to take up the thread of our examination yes- 
terday, I questioned you extensively about the letter of May 6, and 
your letter of May 6, with Mr. Von Tresckow; is that not so, sir? 7 

Mr. Stoan. That is correct. 

Mr. Davis. And you wrote that letter to make a written record 
and to make it clear to Mr. Von Tresckow and to the world that you 
did not want your name linked with his proposal for the construction 
of an electric generating plant in the TVA area; is that correct? 

Mr. Stoan. That is correct. 

Mr. Davis. The letter was addressed to Mr. Von Tresckow, as I 
remember it; is that correct ? 

Mr. Stoan. That is correct. 

Mr. Davis. And the letter was intended, or was the letter intended 
to be shown to anyone else ? 

Mr. Stoan. Well, I think that the last paragraph of that letter said 
that names and companies and individuals that were used were con- 
fidential, and used only for the purpose of trying to express to Mr. 
Von Tresckow why we felt obligated to do what we were doing. 

Mr. Davis. That is correct. Did you intend, sir, and this implies in 
no way any wrongdoing, believe me, but did you intend to use that 
letter to show to anyone in the event they called you and asked you 
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whether your name was properly being used in connection with this 
vid 2 

Mr. Stoan. I would say in view of the fact that the statement was 
made in the letter that certain parts of it are confidential, no. Not the 
letter as a whole. 

Mr. Davis. Well, part indicating that your name was being 
used without proper at nth ation was not intended to be confidential ? 


Mr. SLOAN. No, Ss] 





Mr. Davis. And if necessary, that is to say if anyone had come to 
vou and a | you whether your name was being properly used, you 
would have u ed this letter to n clicate that OU tht made a written 
record tha our name was not being used with your authorization ; 

\ t, sir ¢ 

Mr. Sroan, It ould depend who the ingivid ual Was, again because 
ft certa part of it that I ) dered con fidle and so stated. 

Mr. Davi \\ il, VOU would hi e been able to quote excerpts from 
the letter, s r, to the effect that your hame was hot being used prope rly? 

Mr. Stoan. That is correct. 


Mr. Davis. There was no limitation on that intended by anyone? 

Mr. Stoan. No, sir. " 

Mr. Davis. And you did as I understand it quote or at least refer to 
the letter as i ‘ating that a written record had been made that you 
had notified Mr Van ‘Tresckow in writing on May 6 that he was not 
iu horized to use the name of your firm ? 

Mr. Siroan. That is correct. 

Mr. Davis. As I remember it, you testified, sir, or your associates 
lid, that you notified Mr. England and Mr. Dixon to that effect ? 

Mr. Stoan. Not Mr. Dixon. 

Mr. Davis. My impression is that Mr. Champion said, and if I am 
wrong, correct me 

Mr. Cuampion. After I called Mr. England, he suggested that I also 
vall Mr. Dixon. 

Mr. Stoan. That is correct. 

Mr. Davis. And you notified Mr. Dixon that you had written a 
letter to Mr. Von Tresckow indicating that he had no authorization to 
use the name of Gibbs & Hill and you were not associated with him in 
that proposal ¢ 

Mr. Cuampton. I read the letter to him, the paragraph of the letter 
which was in capital letters. 

Mr. Stoan. The next to the last paragraph. 

Mr. Davis. And did you, Mr. Sloan, or you, Mr. Saxe, or you, Mr. 
Champion, call anyone else, or communicate with anyone else with 
regard to the same effect, to wit, that you had written a letter to Mr. 
Von Tresckow or had put him on notice that he was not authorized 
to use your name, and that you were not associated with his proposal ? 

Mr. Cuampion. Mr. Davis, I called the Indianapolis Power & Light 
Co. ea talked with the operating vice president, Mr. Hess. 

Mr. Davis. Mr. Hess? 

Mr. Cuampton. Yes. 

Mr. Davis. And you told him the same thing? 

Mr. Cuampton. Yes, sir. 

Mr. Davis. Anyone else, gentlemen ? 

Did you, Mr. Sloan? 
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Mr. Stoan. I did not talk to anyone that I recall, possibly to Fisher 
Black of the Electrical World in connection with a retraction. 

Mr. Davis. Fisher Black? 

Mr. Sioan. He is editor of the Electrical World, and I talked to 
him with respect to the retraction that he was going to print. 

Mr. Davis. Am I correct in stating that an article appeared in the 
Electrical World and I believe you wrote a letter and I found it in 
the files here, and you wrote a letter indicating that a retraction was in 
order. I don’t know that it was made and I assume it was. 

Mr. Sioan. It was. 

Mr. Davis. That is correct; is it? 

Mr. Suoan. Yes, sir. 

Mr. Davis. Is that a complete list, sir, gentlemen, of all of the 
people to whom this letter was communicated ¢ 

Mr. Cuampton. There is one other which I remember testifying 
about yesterday in connection with a retraction from the Memphis 
Commercial Appeal, and I talked to Mr. Richard Allen, and I read 
him the same paragraph. That was all as far as I am concerned. 

Mr. Davis. I remember that, too, sir. Is that a complete list now? 

Mr. Stoan. To the best of my knowledge; yes. 

Mr. Davis. Were any boiler or equipment manufacturers notified 

Mr. Stoan. With respect to the letter? 

Mr. Davis. Either with respect to the May 6 letter, or that you 
had firmly disassociated yourself from any possible connection with 
the Von Tresckow proposal ? 

Mr. Stoan. Yes, sir; they were. You will recall Mr. Champion 
testified yesterday talking to Mr. Ebdon, of Combustion Engineering. 

Mr. Davis. Of Combustion Engineering ? 

Mr. Stoan. Yes, sir. 

Mr. Davis. Where are they located ? 

Mr. Stoan. New York City. 

Mr. Davis. Any others, and I want to tie this together. 

Mr. Cuamprron. I called Mr. Dralle, of Westinghouse. 

Mr. Stoan. Mr. Champion called him, 

Mr. Davis. Yes. 

Mr. Stoan. There is also a letter or a memorandum of Mr. B. D. 
Johnson written with respect to Mr. Waite, of the Federal Power 
Commission, and you will recall mentioning that yesterday. But we 
did not call him. He called us. 

Mr. Davis. He called you? 

Mr. Stoan. Yes, sir. 

Mr. Davis. And Mr. Johnson told him, and I recollect it, the memo- 
randum states that Mr. Johnson not knowing anything about this 
checked with the files and informed Mr. Waite that there was a re- 
traction, or rather there was a—I do not mean retraction—there 
was some statement indicating that you had told Mr. Von Tresckow 
that he was not to use your name in connection with this proposal. 

Mr. Sroan. Either that, or the fact that a retraction was being 
printed. 

Mr. Davis. That is all right. Mr. Sloan and Mr. Champion, I find 
in your files, which you have given to me, an article from the Com- 
mercial Appeal, of Memphis, on Friday morning, May 7, 1954, an 
article written by Dick Allen, and that is the reporter to whom you 
just referred, I believe, Mr. Champion. 
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Mr. Cuampion. Yes, sir. 

Mr. Davis. And the headline of it, “Firm Denies Any Link With 
Power Project, Gibbs & Hill Sends Notice to Syndicate.” In that 
article Mr. Champion says, and I would like to read it to you and ask 
you to comment upon ic: 

The nationally known New York engineering firm of Gibbs & Hill reported 
to be tied in with a syndicate which has proposed to build a giant steam electric- 
generating plant for the Government, announced yesterday it knows nothing 
about the proposal. 

As I understand it, Mr. Champion, Dick Allen, a reporter, 


17 4 
( ped Vou. 


Mr. Cuampton. Yes, sir; he called me at home. 

Mr. Davis. And what did he say to you, sir? 

Mr. Cuampton. He asked—let me correct that—he said that he had 
just heard; this was in the evening, after I had come from a meeting 
with my associates at the home of Mr. Von Tresckow, and he called 
ind said, “Is there anything to truth in a rumor which T have just 


eard, that you are not a part of the syndicate?” Having just come 
from the meeting, I said, “What you have said is true, and we ara 
not a at of the syndicate. We have so notified.” The only connec- 


tion we had with the syndicate and he asked me to give him a name. 
which ] did not give to him at all, and I gave him no names. 

Mr. Davis. Is the article correct, sir, when he states that Gibbs & 
Hill “announced yesterday it knows nothing about the proposal”? 
Did you say to him that you knew nothing about the proposal ? 

Mr. Cuampron. If I did, I do not recall. 

Mr. Davis. Do you think that you might have? 

Mr. Cuampion. I do not think so. 

Mr. Davis. Do you think that you could have said something to 
him that would lead him to believe that, and therefore write it? TI, 

ir, am making due allowance for the ambiguity that sometimes results 
from transmission of messages, but I just wonder, sir, whether you 
possibly said anything to him that would lead him to write that you 
knew nothing about the proposal, and by “you” I mean Gibbs & Hill. 

Mr. Cuampton. Well—— 

Mr. McCuiure. May I confer with Mr. Champion # 

Mr. Davis. Certainly; you go right ahead. 

(Mr. Champion conferred with counsel. ) 

Mr. Cuamrton. The only thing that might have been implied that 
we knew nothing about the proposal—I could have said that we know 
nothing about the details of any proposal, and it might have been 
construed the way it is written, as you have read it. 

Mr. Davis. And you might have said—and I am making due allow- 
ance for the fact that your recollection is not clear, sir—but you say 
now that you might have said to him that you know nothing about 
the details of it, and this became transmuted into this statement that 
you knew nothing about it; is that correct ? 

Mr. Cuamrton. That is as nearly correct as I can state it. 

Mr. Davis. Mr. Champion, you were quoted further on in the 
article to the following effect, and I will ask you whether you were 
properly or correctly or accurately quoted: 


“We were completely in the dark about the use of our name,” Mr. Champion 
said. 


Did you say that? 


SN OEIC ne am — 
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Mr. Cuampton. Yes, I think I did say that. I didn’t tie the dates 
together, but for a long time we knew nothing about what has been 
brought out here. 

Mr. Davis. By that did you mean, sir, that you were in the dark 
about the use of your name generally, or the following quote indicates 
that that is not so, and I withdraw that. I am reading you the rest 
of the quote, sir. You went on to say, and your quote is as follows 


We have done no work for the syndicate and know nothing about its proposals. 


Its propos: al obviously re ferring to the Von Tresckow proposal to 
build a plant in the TVA area. Did you say that, sir? Would you 
like me to read that to you again? 

Mr. Cuampton. Yes. 

Mr. Davis (reading) : 

We have done no work for the syndicate and know nothing about its proposals. 

Mr. Cnampion. Again, the proposal refers to any definite proposal. 

Mr. Davis. As to this specific plant. 

Mr. Cuampion. That is correct. 

Mr. Davis. Let me put it to you this way, Mr. Champion: The first 
sentence of this quote, if you took it in and of itself, would seem to 
indicate that you said that you knew nothing about the use of your 
name in any connection, by Von Tresckow, but the second sentence 
makes it clear, it seems to me, what you were really saying was that 
you knew nothing about the use of your name in connec tion with this 
specific proposal. 

Mr. Cuampron. That isthe one thing I meant to imply. 

Mr. Davis. Now, you said in the second sentence that— 

We have done no work for the syndicate. 

Is that correct, sir? 

Mr. Cuampton. That is correct, because I did not know of the mem- 
orandum at that time. 

Mr. Davis. Did you know about any of the meetings that had 
gone on ¢ 

Mr. Cuampton. I had been present at the April 28 meeting. 

Mr. Davis. And you knew when you made the statement of no work 
that had been done by Gibbs & Hill on this proposal ? 

Mr. Cuampton. I did not know anything about any work that we 
had done. 

Mr. Davis. You knew nothing, you say, about any work that had 
been done? 

Mr. Cuampion. That is correct. 

Mr. Davis. He went on to say, and I quote the other half of the 
sentence, “and know nothing about its proposal.” Well, was that 
quite accurate, sir? Did you know nothing about its proposal ? 

Mr. Cuampton. I knew nothing about any details of any proposal 
other than that our name had been used in connection with Mr. Von 
Tresckow’s group, but his proposal we knew nothing about. 

Mr. Davis. I want to recall to you, Mr. C hampion, that you said 
just a minute or two ago that you had been present at the April 28 
meeting. 

Mr. Cuampton. That is right. 

Mr. Davis. So that you did know at least there was a proposal in 
mind by Mr. Von Tresckow ? 
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Mr. Cuampton. That is right. 

Mr. Davis. And you knew, did you not, that he had come to discuss 
the proposal with Mr. Sloan and Mr. Saxe and you were present at 
one meeting ¢ 

Mr. Cuampron. At one meeting, April 28. 

Mr. Davis. So that it was not, or your language, at least, was not 
quite accurate, and it was not quite so, sir, that you knew nothing 
about its proposal, is that correct? 

Mr. Cuampton. If you will accept what we said awhile ago, I knew 
nothing of the details of any proposal. 

Mr. Davis. I do not want to labor the point with you, Mr. Champion, 
but what you said was that you knew nothing about its proposal, and 
you did not s ay about the det: ils of the propos: al. And do I take it now 
that what you meant was that you knew nothing about the details? 

Mr. Cuampion. That is absolutely right. 

Mr. Davis. And if you did say that you knew nothing about the 
proposal, that was not what you meart. You meant that you did not 
know about the details of the proposal ¢ 

Mr. Cuampron. That is right. 

Mr. Davis. I was speaking to you shortly before this recess, Mr. 
Champion, about this article by Dick Allen in the Commercial Ap- 
peal of Memphis, on May 7. Now, with regard to the sentence we have 
been discussing, sir, to the effect that you had done no work for the 
syndicate and knew nothing about its proposal, as Mr. Allen repre- 
sents or quotes you, you can see, can you not, Mr. Champion, why Mr. 
Burch or Mr. Von Tresckow would be, to say the least, put out by any 
such statement in view of their prior meetings with you? 

Mr. Cuampton. If you take it at face value, you might possibly be. 

Mr. Davis. If either Mr. Burch or Mr. Von Tresckow should sud- 
denly read in the newspapers that Gibbs & Hill knows nothing about 
them or their proposal, why that would kind of shock them, would it 
not, sir? 

Mr. Crampton. Possibly. 

Mr. Davis. And it was not the fact ? 

Mr. Cuamrpron. It was not the fact. 

Mr. Davis. As a matter of fact, you did know about the proposal? 

Mr. Cuampion. We knew that a proposal was in the making, but 
we had no details and we still don't know any details. 

Mr. Davis. Without regard to the details, you did know that there 
was a proposal being made by Von Tresckow, or in mind, by Von 
Tresckow ? 

Mr. Cuampron. Yes, sir. 

Mr. Davis. And you had discussed it with people at various meet- 
ings and you were present at one? 

Mr. Campton. I was present at two, April 28 and May 6. 

Mr. Davis. So that was not quite the fact? 

Mr. Suoan. Mr. Davis, I think that the way it is stated it could be a 
fact. It all depends on how you interpret the word “about.” We 
knew there was a proposal and there was a proposal being made, but 
we didn’t know anything about that proposal. 

Mr. Davis. I see. Then, as you read this, what this means is that 
Gibbs & Hill knew nothing about the proposal? 

Mr. Stoan. That is right. 

Mr. Davis. Meaning its details? 
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Mr. Sitoan. What it consisted of, we knew there was one, but what 
it was we didn’t know. 

Mr. Davis. And that is how you would interpret it? 

Mr. Stoan. That is, I could readily imagine myself making ex- 
actly the statement Mr. Champion did, and that is what I would 
mean: That we didn’t know what the proposal was and we did know 
that there was a proposal. 

Mr. Davis. Is that what you meant by it, Mr. Champion ? 

Mr. Cuampion. I have explained it here, I knew nothing about the 
details, but I think that that is the same thing. I knew nothing about 
its form or details. 

Mr. Davis. The other part of that, that is we have done no work 
for the syndicate ? 

a Stoan. Of course, as Mr. Champion said, he did not know that 
Mr. Saxe had tele »phoned these figures. And for that matter we didn't 
know that Mr. Von Tresckow was going to use those figures, as such. 

Mr. Davis. Do you recollect, gentlemen, the letter of the 28th of 
April, which was received by you, the letter from Mr. Burch to Mr. 
Von Tresckow, which Mr. Von Tresckow sent you a copy of? 

Mr. Stoan. A copy; yes. 

Mr. Davis. Did you see that letter, sir? 

Mr. Cuampron. I saw it, Mr. Davis, but I do not know what date it 
was; it was about the time of our May 6 meeting. 

Mr. Davis. Would not that letter indicate that some work had been 
done? 

Mr. Cuampion. Certainly. 

Mr. Davis. And you were aware of the existence of that letter and 
familiar with its contents at the time you made the statement ? 

Mr. Cuampron. That is right. 

Mr. Davis. I have one last question to put to you gentlemen. Do 
you at the present time still have friendly relations with Mr. Von 
Tresckow? Iam talking in a business sense. 

Mr. Stoan. So far as I am concerned, I feel no differently about 
Mr. Von Tresckow than I did before. , 

Mr. Davis. Do you have any business arrangements with him of 
however vague or indefinite nature at the present time? 

Mr. Stoan. Only to the extent that Mr. Von Tresckow might want 
to avail himself of our services, in connection with the Vermont gen- 
erating station, and then if an agreement could be worked out which 
is satisfactory to both of us. 

Mr. Davis. I see. And you would go ahead with him on the Ver- 
mont plant? 

Mr. Sioan. Yes; if he saw fit. 

Mr. Davis. Would you go ahead on any other plants if he had any 
in mind? 

Mr. Stoan. I think that would depend on the circumstances with 
respect to any particular project. 

Mr. Davis. Have you had any conversations by “you” I mean Gibbs 
& Hill, has Gibbs & Hill had any conversations with Mr. Von Tresckow 
or any representative of his about any business matters since the 
May 6 meeting? 

Mr. Stoan. Not that I can recall. 

Mr. Davis. Well, perhaps I can help you, sir. I have in my hand 
a memorandum apparently of a conversation dated May 17, 1954, with 
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the typed initials “W. B. T.” at the bottom. This is a memorandum 
of a conversation with John Saxe of Gibbs & Hill. 

Mr. Saxe. That is correct, I had the conversation. 

Mr. Davis. With copies sent to Mitchell, Weeks, Swartz, Knatt & 
Son, and Laurro. 

Mr. Saxe, will you tell us about your conversation on May 14, and 
who was present / 

Mr. Saxe. I don’t recall that. My recollection is that it was‘a 
telephone conversation. 

Mr. Davis. All right, with whom, sir? 

Mr. Saxe. With Von Tresckow. 

Mr. Davis. And can you tell us what was said in that conversation ¢ 

Mr. Saxe. My only recollection of it was I asked him how he was 
getting along with the Vermont generating station. 

Mr. Davis. Did you discuss the letter of M: ay 6 at that time, or the 
events of May 6? 

Mr. Saxe. Not that I recall. I may have, but I don’t remember. 

Mr. Davis. Did you discuss any business matters at all, any pro- 
posed future plants, perhaps ? 

Mr. Saxe. Not that I recall; I don’t recall the conversation very 
well. 

Mr. Davis. Mr. Sloan, as I understand it, you did not and would 
not in the ordinary course of affairs be informed whether or not Mr. 
Saxe had any phone conversations ¢ 

Mr. Stoan. I might or might not, depending upon what the nature 
of it was. 

Mr. Davis. Obviously in a large conversation, you could not be 
informed of every conversation of your associates ? 

Mr. Stoan. It would be very difficult. 

Mr. Davis. Were you informed of this conversation ; do you recollect 
anything ? 

Mr. Sioan. I don’t recall it. 

I believe Mr. Von Tresckow, we may have had a te lephone conversa- 
tion in which he said that Mr. Blank was interested in talking to us. 

Mr. Davis. All right. And I would like to know whether Mr. 
Blank did talk with Mr. Saxe. Do you have any recollection of that ? 
Do you recollect the approximate date ? 

Would it help you any if I said to you that it was about May 17? 
Does that gibe with your recollection? The date is not too important, 
the exact date, and I just wanted to fix the time. 

Mr. Stoan. I believe Mr. Blank came to see me and not Mr. Saxe. 

Mr. Saxe. That is correct. 

Mr. Davis. Was it about that time, sir? 

Mr. Stoan. When were we on the coast ? 

Mr. Cuampron. It was May 21. And I met you on the 22d, and 
you had been already about 3 days before I met you. 

Mr. Stoan. I would say that that was approximately the time; ; yes. 

Mr. Davis. Can you tell us what your conversation was about ; 
roughly ¢ 

Mr. Stoan. Yes. The conversation was about the possibility of 
our working together, and he represented a construction organization. 
We are primarily an engineering organization. And what we dis- 
cussed was the opportunity of perhaps working together on certain 
types of work. 
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Mr. Davis. Did Mr. Blank indicate to you in any way that he had 
discussed the matter you discussed with Mr. Von Tresckow or that he 
was interested in being associated with Mr. Von Tresckow in that 
matter ¢ 

Mr. Stoan. I think a reference might have been made to Mr. Von 
Tresckow, simply because we both happened to know him; so far as 
any disc ussion of the TVA project was concerned ; no. 

Mr. Davis. Did you discuss the Vermont project ? Q 

Mr. Stoan. No. 

Mr. Saxe. I remember discussing tle Vermont project. He asked 
me to give him a brief résumé of it, that he hadn’t had a chance to 
get it c Jear in his mind. 

Mr. Davis. The Vermont project was the project of Mr. Von 
Tresckow, that. is what you mean by “the Vermont project”? 

Mr. Saxe. Yes, sir. 

Mr. Davis. And you gave him a brief résumé? 

Mr. Saxe. Yes. 

Mr. Davis. Did you discuss with him, or did either of you gentlemen 
discuss with him any project anywhere else ? 

Mr. Stoan. I believe there was some mention made of the TVA 
project. 

Mr. Davis. Yes, sir. And any other projects ? 

Mr. Sioan. Nothing specific that I recall. It was general discus- 
sion of certain types of projects, what you might « ‘all lump-sum or 
turnkey projects similar to what you were talking about yesterday, 
where you would quote a client so many dollars for a complete job, 
build it, and hand him the key, and say, “Open it up and go to work.” 

Mr. Davis. Is it correct to state that you were then still interested 
in these lump-sum projects, projects to be financed along the new idea 
about financing developed by Mr. Von Tresckow if they should 
eventuate ¢ 

Mr. Sioan. Well, the only way that we could work on a lump-sum 
project of that sort would be for a contractor to bid the job. W e, as 
professional engineers, cannot. 

Mr. Davis. Would you have liked to get the engineering work on 
some of those projec ts, if they should eventuate ? 

Mr. Stoan. That would be the only reason for tr ving to work some- 
thing out together. 

Mr. Davis. And excluding for the moment the TVA project, which 
we have canvassed at considerable length, as to these other projects 
you would have been interested if they should eventuate along lines 
profitable to you and consistent with your ethical notions? 

Mr. Stoan. Yes, indeed. 

Mr. Davis. You say there was some conversation about the TVA 
project. Do you recall, Mr. Sloan, what was said about the TVA 
project ? 

Mr. Sroan. I don’t like to quote somebody erroneously. My recol- 
lection is that Mr. Blank indicated that he could not see his way clear 
to work on the TVA project. 

Mr. Davis. Mr. Blank indicated that? 

Mr. Stoan. Yes. 

Mr. Davis. Mr. Blank indicated that he did not see how he could 
continue ¢ 

Mr. Stoan. He didn’t say that. 
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Mr. Davis. How he could what ? 
Mr. Stoan. How he could work on it. 
Mr. Davis. Did he say why! 

Mr. Stoan. No. 

Mr. Davis. Did yousay anything to him about that ? 

Mr. Stoan. Yes, I think my reply was that due to the conflict of 
interest which we discussed at some length yesterday, we couldn’t see 
our Way clear to hea party to it either. 

Mr. Davis. I would like to ask you, Mr. Sloan, or you, Mr. Saxe, 
if you know, whether there was any discussion about an Arizona 
project ? 

Mr. Stoan. I don’t recall any such discussion with Mr. Blank, there 
was some discussion with Mr. Von Tresckow back around April 16, 
not that I recall. 

Mr. Davis. Do you, sir? 

Mr. Saxe. I don’t recall any. 

Mr. Davis. Do you recall offering to get up any figures on Arizona 
project? Would that help you any ? 

Mr. Saxe. No. 

Mr. Davis. I have no further questions, Mr. Chairman. 

Senator Krerauver. Mr. Chairman, I have just a few questions. 

Mr. Champion, was this Commercial Appeal article called to your 
attention, I suppose right after it had been written and, in other words, 
Mr. Allen, the reporter here, issued this statement to him and you 
knew he was writing it up, didn’t you? 

Mr. Cuampton. Yes, I asked him to write it up. 

Senator Kerauver. You asked him to write it up? 

Mr. Cuampion. Yes. 

Senator Kerauver. Did you afterward talk with Mr. Sloan or Mr. 
Saxe about what you had told Mr. Allen, the reporter, for the Com- 
mercial Appeal ? 

Mr. Cuampion. I had my secretary go out to the newsstand and buy 
a copy of that paper. And you have the clipping in your hand. I 

showed it to my assoc lates, 

Senator Kerauver. You showed it to them and they all agreed with 
your statement here ¢ 

Mr. McCiure. Senator, this is the article of May 7, just to iden- 
tify it 

Senator Kerauver. Yes. 

You showed it to your associates and you were all in agreement with 
what you said was correct ? 

Mr. Cuampron. There was never any discussion of it. 

Senator Krrauver. And no cbjection to the statement on the 
grounds of inaccuracy on the part of Mr. Saxe or Mr. Sloan ? 

Mr. Cuampion. Not that I recall, Senator. 

Senator Kerauver. Well, of course, Mr. Champion, that is not cor- 
rect, and you did put these fellows in an awful hole by saying, “We 
have done no work for the syndicate and know nothing about its pro- 
posal.” It is untrue on both counts, isn’t it? And you had done some 
work and you knew something about the proposal ? 

Mr. Cuampion. Senator, I just testified particularly from Mr. 
Davis that I personally had not known of the May 3 figures which we 
discussed and seconded. 
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Senator Krerauver. You found out about it, didn’t you, about the 
May 3 figures?) Why didn’t you correct your statement when you 
found out about it? 

Mr. Cuampton. The statement is true so far as I was concerned, 
and I just let the matter ride. 

Senator Kerauver. You found out that the latter part of your state- 
ment was not true in the first point, “We have done no work for the 
syndicate,” and you might be excused in not knowing about it at the 
time, but you found out it wasn’t true, that your statement was not 
true. Did you correct it? 

Mr. Cuampion. No, sir. 

Senator Kerauver. Do you think that you ought to have? 

Mr. Cuampton. I don’t think so. 

Senator Kerauver. Mr. Champion, you mean that you think it is 
all right to make an untrue statement and after you find out that it is 
untrue, even though it may damage the business reputation of reli- 
able people, just sit by and do nothing about it? 

Mr. Cuampion. I don’t make untrue statements, sir. 

Senator Krerauver. Well, was this not untrue and did you not find 
out it was untrue, “We have done no work”—and let me read it again 
to you, “We have done no work for the syndicate.” That is untrue, 
isn’t it ? 

Mr. Cuampion. As it turned out, it was untrue. 

Senator Kerauver. When you found out it was untrue, don’t you 
think, in a matter of fair play, that you ought to have tried to com- 
pensate for an untrue statement that you m: ade ? 

Mr. Cuampron. If I had any indic ‘ation it was hurting anybody 

Senator Kerauver. Hurting anybody? Mr. Champion, you are 2 
businessman, and these people were holding themselves out that Gibbs 
& Hill were their engineers. And you come along and say you have 
done no work for the syndicate; later it turns out that you stated an 
untruth, and yet you do nothing with it. 

Don’t you think that that would hurt them ? 

Reverse the thing. What if you were on their side of it, would 
you feel that you had been severely damaged ? 

Mr. Cuampton. I don’t know. 

Mr. Stoan. May I comment, Senator ? 

Senetor Keravver. Let me ask Mr. Champion a little further now. 

In the second part of your statement, “J know nothing about its pro- 
posal.” Well, as of May 7 you knew something about its proposal, 
didn’t you ¢ 

Mr. Cuampion. We knew there was a proposal in preparation, and 
we knew none of the details. 

Senator Krravuver. But the word “nothing,” that doesn’t say you 


don’t know any details—you said you know nothing; isn’t that what 
you said here? 


Mr. Cuampton,. And it is stil] true. 
Senator Keravver. Is that true? 
Mr. Cuamrion. We knew the proposal was in the making. 


_ Senator Kerauver. Wasn’t that something; that is ‘something, 
isn’t it? 


Mr. Cuampton. Something. 
Senator Keravver. How do you say “nothing” here? 
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Mr. Cuamprion. I knew none of the details, and it was quoted as 
nothing. 

Senator Kerauver. Then, Mr. Champion, as of now you will have 
to say that both statements in your proposal were incorrect. Isn't 
that correct? Isn’t that true? 

In the first place, you had done some work, your firm had; so the 
first part of your statement was erroneous. And in the second place, 
you did know something, : and your statement about knowing nothing 
is erroneous; isn’t that true 

Mr. Cuampton. I should have stated nothing about the details. 

Senator Kerauver. Well, when you found out that you were wrong, 
why pe t you do something to try to correct it? 

Mr. Cuampion. Two days after I got that copy of the paper I was 
waren for Venezuela, and nothing got done about it, sir. 

Senator Krerauver. It wouldn’t have taken you 2 days; you could 
have sent a wire after you got to Venezuela. 

Anyway, I don’t want to push the matter. But don’t you think 
that = should have corrected it, Mr. Ch: ampion ¢ 

Mr. Cuampton. I don’t think so. 

Senator Kerauver. I am sorry to hear an official of a reliable firm 
say that he doesn’t think that he ought to correct the two untruths 
which do great damage to business people. But that isn’t your 
position ¢ 

Mr. Cuampton. As I stated a moment ago, I had no idea that we 
were hurting anybody. And the implication that I gave by stating 
we knew nothing about the details; that is it. 

Senator Kerauver. You were just pulling the rug completely out 
from under them, with the Atomic Energy Commission, and that 
would be substantial damage, would it not? 

Mr. Cuampton. It might be. 

Senator Kerauver. Now, Mr. Sloan, you have testified at some 
length about how you were interested in this matter, when Mr. Von 
Tresckow talked with you about it, and you got up the data sheet. 
But you just didn’t know enough about it, and the whole thing was 
premature and hadn’t gotten along to the point where you could take 
any stock in it. 

Mr. Stoan. I think the record will show, Senator, that I did not 
say that we expressed interest. 

Senator Kerauver. As I understood your testimony, it was that 
there just wasn’t enough information about it to tell whether you 
were interested or not ? 

Mr. S1oan. I think that that is correct, sir. 

Senator Krrauver. Now, Mr. Burch’s telegram asking for a con- 
ference with the Atomic Energy Commission was for the purpose of 
going down and talking with them about a proposal and to find out 
what might be done and what the proposition might be, and to find 
out the details which you would have to have in order to know whether 
you were going to be interested. So why did you object so strenuously 
to at least talking with the Atomic Energy Commission to find out 
what it was all about so you could tell whether you would be really 
interested or not? 

Mr. Stoan. Mr. Burch’s telegram came to my attention on Monday, 
May 3. and we had decided on April 28 that we did not want our 








POWER POLICY—DIXON-YATES CONTRACT 159 


name used in connection with this proposal, and had so advised Mr. 
Von Tresckow. 

Senator Keravuver. Well, it is difficult for me to understand how 
what you needed was more information, what it was all about, and 
what the proposition was, in order to see whether you would be inter- 
ested or not. And yet something happened so that you changed your 
mind that you didn’t want to get more information, to see “whether 
you would be interested or not. What was it that happened? 

Mr. Stoan. I don’t think that that is correct, sir. We did not want 
our name used in connection with the proposal until we knew more 
about it. And now we could not have your investigation without our 
name being coupled with it. I think it was for that reason that we 
were unwilling to appear before the Atomic Energy Commission, 

And we felt that the information, Mr. Von Tresc Senin could develop 
further information and give it to us, in the absence of that we did 
not—— 

Senator Kerauver. You didn’t want to appear to find out more 
information, what it was all about; you thought it was up to Mr. Von 
Tresckow to appear and find out more information so as to see whether 
you would be interested. Why would you withdraw from the matter 
before he even had a chance to appear and find out about it? 

Mr. Stoan. We had not withdrawn, Senator; we simply told Mr. 
Von Tresckow that we did not want our name, and as a matter of fact 
we never intended to withdraw, and we had never agreed to partici- 
pate, and we told Mr. Von Tresckow we did not want our name used, 
in connection with the proposal on April 28. 

Senator Keravuver. Well, who was it talked with somebody at West- 
inghouse, was that you, Mr. Champion? 

Mr. Stoan. It was Mr. Dralle of W estinghouse called me. 

Senator Keravuver. Mr. Dralle? 

Mr. Stoan. Yes. 

Senator Kerauver. How did he happen to call you, Mr. Sloan # 

Mr. Stoan. I happen to know him quite well. 

Senator Kerauver. Did he call you about this matter ? 

Mr. Stoan. He called me and he said “I understand that your name 
is being used in connection with a large project down in—.” What 
he said was Chattanooga representative of Westinghouse advised him 
that Gibbs & Hill’s name was being used in connection with a large 
project down there. And he said, “What is it all about?” 

Senator Krravver. What is Mr. Dralle with W estinghouse ¢ 

Mr. Stoan. I think he is probably manager of Central States sales 
or something of that sort. 

Senator Kerauver. Where did he call you from, Mr. Sloan? 

Mr. Stoan. From his New York office. 

Senator Kerauver. And you were in New York at the time? 

Mr. Stoan. That is right. 

Senator Kerauver. What was the date of that call? 

Mr. Stoan. I do not know, sir. 

Senator Kerauver. Well, about? Was it before or was it after? 

Mr. Stoan. I have a note here. 

Senator Keravuver. It was before you—— 

Mr. Stoan. It was between May 3 and May 6, to the best I can 
reconstruct it. 

Senator Krravuver. That is what Mr. Dralle called you about? 
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Mr. Sioan. He called to find out what the project was with which 
our name was being coupled. 

Senator Krravuver. And I believe you said that you told him that 
you were not in it, and he said he was glad to hear that ? 

Mr. Sitoan. No, sir; I don’t think that the record shows that I said 
that. 

Senator Keravver. Just what did he say to you ? 

Mr. Stoan. He asked me what the job was and what it was all about. 

Senator Kerauver. What else did he say ? 

Mr. Stoan. That was about all. 

Senator Kerravver. Didn’t he tell you he hoped you wouldn’t 
get in it ¢ 

Mr. Sioan. No, sir. 

Senator Krrauver. Why did he say he was calling ? 

Mr. Sioan. Sir? 

Senator Kerauver. Why did he say he was calling ? 

Mr. Sioan. Because he is interested in selling equipment; and if 
we were actually engaged in a large project, he would want to talk 
to us about selling equipment. 

Senator Krravuver. Now, Mr. Sloan, as a matter of fact, you knew 
Mr. Von Tresckow had some difficulty with Westinghouse, in a suit 
which he settled in his favor, and that Westinghouse may have been 
interested in putting obstacles in his way; don’t you know that? 

Mr. Sioan. I don’t know that. 

Senator Kerauver. You had heard that? 

Mr. Stoan. Mr. Von Tresckow told me that he had some unpleas- 
antness with the International Westinghouse Co. back some number 
of years ago. 

Senator Kerauver. Did Mr. Dralle say something about that? 

Mr. Stoan. No, sir. 

Senator Krravuver. He just called you out of the blue? 

Mr. Svoan. That happens time and again, Senator. 

Senator Kerauver. What did you tell Mr. Dralle? 

Mr. Stoan. I told Mr. Dralle that we didn’t know too much about 
the project, and that our name had been used without authorization, 
and that we were not a party to it. 

Senator Kerauver. What did he say ? 

Mr. Stoan. Well, I think what he said was, “Will, I just didn’t 
want to miss an opportunity to get in on the sale of equipment of that 
magnitude, and that is why I called you.” 

Senator Kerauver. And, Mr. Champion, I still haven’t got just 
clear about how Mr. Ebdon, Combustion Engineering Co., he called 
you? 

Mr. Cuampron. Well, I had called him in connection with a quota- 
tion on some equipment. And when he called me and returned the 

call, he said, “I understand your name is being used in connection 
with a Mississippi Valley generating plant that is to be built.” 

Senator Kerauver. And he said he was glad you didn’t have any- 
thing to do with it? 

Mr. Stoan. I said if our name had been used in connection with it, 
it was without authorization. 

Senator Kerauver. Why were you gentlemen so anxious as of that 
time, and with prospects of a tremendous job, with very pleasant 
relationships with Mr. Von Tresckow, why were you so anxious to 
get your name disassociated with it? 
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Mr. Stoan. Because we didn’t know enough about it at that time. 

Senator Krrauver. You didn’t want to know anything about it, 
and you wouldn’t even come down to the Atomic Energy Commission 
to find out. 

Mr. Stoan. I think that I said, that if we had come down to the 
Atomic Energy Commission, our name would have been coupled with 
it and we wanted to avoid our name being coupled with it until we 
knew more about it. 

Senator Krrauver. Apparently, you were doing a great deal to get 
a much smaller job in the New Orleans Public Service, with many 
conferences, and many meetings, and going over everything. Why 
weren't you willing to at least go into this slightly with the Atomic 
Energy Commission to find out / 

Mr. Stoan. I think that I answered that question yesterday, Sena- 
tor, and again I will say we could not of ourselves investigate without 
our name being coupled with it. 

Senator Kerauver. Now, Mr. Sloan, being in the business of build- 
ing hydro steam plants and things of that sort you keep in close touch 
with various and sundry proposals around the Nation, don’t you, 
through your magazines and your papers # 

Mr. Stoan. What sort of proposals, sir ? 

Senator Kerauver. Wherever there are proposals, somebody to 
build a steam plant, or generating facilities 

Mr. Stoan. You mean if a prospective job appears we try to keep 
ourselves posted on prospe ctive work, that is true. 

Senator Kerauver. Well, there are a number of magazines that 
carry information about the big public works and steam pl: ints and the 
kind of thing that you do, about what is coming up in connection with 
it, isn’t there ? 

Mr. Sioan. Yes. 

Senator Kerauver. Of course you know it was proposed almost a 
year ago, by Mid South and Southern Cos., the building of a steam 
plant over in Arkansas, for furnishing power to the TVA, and you 
knew that? 

Mr. Stoan. I did not, sir, and I think the record will show that the 
first knowledge I had of that was from the Public Utilities Spotlight 
of May 6. 

Senator Kerauver. You didn’t know that there had been an exten- 
sive hearing in Congress before a House committee with reference to 
the proposal, printed at least 9 months ago / 

Mr. Sioan. No, sir. 

Senator Kerauver. You never heard about that at all? 

Mr. Stoan. No, sir, the first knowledge I had— 

Senator Kerauver. Did you know about up at Paducah where 
Electric Energy, Inc., four companies had gotten together ? 

Mr. Stoan. Yes, sir. 

Senator Kerauver. And hadn’t you read about it in the paper, about 
the fights on the floor of Congress, with reference to the Fulton steam 
plant and the counterproposal of the Appropriations Committee, that 
they were going to get some private utility to build a steam plant and 
furnish power to the TVA and had you read about that ? 

Mr. Stoan. I read of the fact that, and this may be an incorrect 
interpretation, but my understanding was that money would not be 
appropriated to permit TVA to build a steam plant. 
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Senator Kerauver. Well, you had heard that for a considerable 
length of time, hadn’t you / 

Mr. Stoan. No; I think that that came to my attention back in 
early April. 

Senator Kerauver. And you had not heard about these fights in 
Congress for the last 2 years with reference to the same thing? 

Mr. Stoan. That is the extent that I knew about the fights, as to 
whether or not TVA was going to be granted an appropriation to 
build the steam plant or not. 

Senator Kerauver. Did you not read in your magazines that Mr. 
Yates, and others in this same group, had appeared before the Con- 
gress last year, and also this year, countering the TVA’s proposal 
with a proposal on their own part to build the steam plants instead 
of the TVA? 

Mr. Stoan. No, sir; I didn’t know that until, as I say, the Public 
Utilities Spotlight in May. 

Senator Kerauver. Did you know that, Mr. Saxe? 

Mr. Saxe. No. 

Senator Keravuver. Who is your public-relations man ? 

Mr. Stoan. Mr. Champion is our vice president in charge of new 
business, and I would say it would be his primary responsibility. 

Senator Kerauver. Had you heard about that? 

Mr. Cuampion. No, sir. 

Senator Krerauver. You did not know anything about it ? 

Mr. Stoan. No. 

Senator Krrauver. How do you find out about things like that, 
to know whether you can get new business or not ? 

Mr. Cuampion. We have no interest in the TVA because there is 
no possibility of our working for them. 

Senator Krravver. This is not going to be for the TVA. This was 

1 proposal by these private people, Mr. Yates and then Mr. Moses, 
on then a Mississippi man, and various and sundry other ones, out- 
side of the TVA area, who were proposing to the Congress and to 
the Atomic Energy Commission and all over the lot, with many 
articles about it in the New York Times and the Wall Street Journal 
as to a change in power policy proposed. It was proposed that the 
TVA buy power and they build the steam plants out on the periphery 
of TVA. 

Mr. Cuampron. I heard something about it. 

Senator Krerauver. You did not know what this was all about? 

Mr. Cuampron. No, sir; I did not. 

Senator Krerauver. Now, one interesting thing that I could not 
understand here, Mr. Sloan: 


The use of our name has come to the attention of Mr. Dixon 





Mr. Davis. You are quoting from the letter of May 6 for the 
record now ? 

Senator Kerauver. Yes. 
has come to the attention of Mr. Dixon, president of Middle South Utilities. 


How did you know that? 

Mr. Stoan. Mr. Champion called Mr. England, president of the 
Atlantic City Electric, who was one of our clients. 

Senator Keravuver. Let me ask Mr. Champion about it. Is that the 
way you found out that the use of your name had come to Mr. Dixon? 
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Mr. Cuampion. Yes, sir. I testified yesterday that we had not—— 

The CHamrMan. Speak a little louder. 

Mr. Cuampion. I testified yesterday that we called our utility clients 
to inform them that we had asked, or that we had talked to Mr. Von 
Tresckow and told him that we were not participating in any form 
in his venture; so when I called to tell him, Mr. England, who was a 
client of Atlantic City Electric Co., he said: 

I know that your name has been used, because yesterday Mr. Dixon and I 
were in the Atomic Energy office, and we were in Washington, and we were told 
that your name had been used in connection with a proposal. 

Senator Kreravuver. So you were calling Mr. England and other 
utility clients to tell them that you weren’t having anything to do 
with this; is that right ? 

Mr. Cuampton. Yes, sir. 

Senator Keravuver. And Mr. England said that he was glad to hear 
that ? 

Mr. Cuampion. Mr. England said, “This is very interesting, and I 
suggest that you tell the same story to Mr. Dixon.” 

Senator Kerauver. Of course, Mr. England was not a client, was he? 

Mr. Cuampron. A client of ours; yes, sir. 

Senator Keravuver. Mr. England ¢ 

Mr. Cuampton. Atlantic City Electric Co., of which he is president, 
is aclient of ours. 

Senator Kerauver. Now, where does Mr. England live? 

Mr. Cuampron. In Atlantic City. 

Senator Keravuver. And he suggested you call Mr. Dixon ? 

Mr. Cuampron. Yes, sir. I do not know Mr. Dixon; but I followed 
his suggestion, and I called him—Mr. England asked me to tell you 
that we informed Mr. Von Tresckow that we are not participating.” 

Senator Keravuver. Did you write him a letter / 

Mr. Cuampton. No, sir. 

Senator Keravver. You did not follow up with a letter? 

Mr. Cuampton. No. 

Senator Keravuver. Now, you called all of your utility clients—and 
who else did you call? 

Mr. Cuampron. Indianapolis Power & Light Co. 

Senator Kerauver. How did you happen to call them ? 

Mr. Cuampton. Because they are a utility, and by that time we 
knew that our name had been put in the papers without authoriza- 
tion, and I thought that in courtesy I should tell them what our posi- 
tion was. 

Senator Kerauver. Who did you call there? 

Mr. Cuampion. I originally called for the president, but he was 
on vacation, and I talked with Mr. D. C. Hess, operating vice president. 

Senator Kerauver. Who is that? 

Mr. Cuampton. Mr. Hess, H-e-s-s. 

Senator Kerauver. That is Indianapolis Light & Power Co., and 
that furnished power to Indianapolis ? 

Mr. Cuampron. Mostly in the urban area of Indianapolis. 

Senator Kerauver. Well, now, what did Mr. Hess have to say? 

Mr. Cuampton. He says, “It doesn’t mean anything to me.” 

Senator Kurauver. I cannot understand why you would call him. 
What do they have to do with this? 

Mr. Stoan. May I answer that? 
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Senator Kerauver. Iam asking Mr. Champion; just a minute. 

Mr. Sitoan. Is it a matter of policy that I established. 

Senator Kerauver. He isthe one who made the call. 

Mr. Cuampion. We agreed among ourselves that it would be a 
matter of courtesy to our utility clients to tell them what our position 
would be in connection with this Von Treskow proposal since it had 
made some news items in various papers. 

Senator Krrauver. The Indianapolis Power Service does not have 
anything to do with the Mid South; does it ¢ 

Mr. Cuampton. No. sir: nothing with Mid South, and nothing with 
Atlantic City Electric. 

Senator Krrauver. Now, you felt that they ought to be advised 
about it: is that right? 

Mr. Cnampton. That is right. 

Senator Krrauver. And even though they had no interest you 
wanted to advise them. Of course, what you really had in mind was, 
Mr. Champion, that you felt that these various and sundry private 
utilities would be interested in helping Mr. Dixon and Yates and you 
just w: anted them to know that your heart was on that side, too. 

Mr. Cruampron. I don’t think think that that is correct. 

Senator Krrauver. What other motive could you have in calling 
the Indianapolis Power & Light Co. ? 

Mr. Cuampion. The utility people are very close, and we enjoyed 
serving them. 

Senator Krravver. What do you mean that the utility people are 
very ee 

Mr. Crampton. The utility business, everybody in the utility busi- 
ness oe everybody else in it, because they have so many common 
problems, and they must associate and discuss those problems in order 
to get the most efficient operation out of their plants, for example. 

Senator Krravuver. That is being very close, but suppose they are 
close; why would that mean that you h: ud to call Mr. Hess down there ? 

Mr. Campion. I think that it has alw: ays been our policy. 

Senator Krravuver. What you mean by “close” is that they stick 
together, and they do not want anybody associating with somebody 
who Is fighting one of their companies? 

Mr. Cuampton. No, I meant close relations in regard to their oper- 
ations, sir. And I also mean in calling them. I have always made 
a policy—and I think my associates will agree—that we keep our 
clients posted as to who are our other clients and other prospective 
clients, and this seemed of sufficient moment to just let them know. 

Senator Kreravuver. Every time you got a new client you called up 
all of — other clients and told them about it ? 

Mr. Crampton. We let them know as soon as we can by letter or 
by ae or the next visit around; yes, sir. 

Senator Kerauver. That is a general policy? 

Mr. Cuampton. They like to know what is going on. 

Senator Krerauver. Now, did you tell all of these other clients of 
yours that you were not tied up with Mr. Von Tresckow ? 

Mr. Crampton. Those were the only two that I called, because those 
are our two principal utility clients, as I testified a moment ago. 

Senator Kreravver. Well, here is General Electric Co. of Schenec- 
tady. Are they clients of yours? 

Mr. Cuampion. Yes; and we do work occasionally for them. 
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Senator Kerauver. Did you tell them? 

Mr. Cuampton. I didn’t call up and tell them. 

Senator Kerauver. Did you write to them ¢ 

Mr. Cuampion. No, sir. 

Senator Krerauver. Well, how did you tell them ¢ 

Mr. Cuampion. At some lineheon meeting, a General Electric man 
asked me if we were in association with Von Tresckow, and I told him 
that we were not. That is all. 

Senator Kerauver. When was that? 

Mr. Cuampion. It was in that week of the 6th or a day or two after. 

Senator Krrauver. Who did you lunch with in General Electric ? 

Mr. Cuamption. I didn’t; I was lunching at the Engimeers Club in 
New Jersey and I was asked a question. 

Senator Kerauver. He came over and asked you if you were tied 
up with Von Tresckow ¢ 

Mr. Cuamprton. Substantially. 

Senator Kerauver. And now you told Indianapolis Light & Power, 
and the Atlantic City Electric, and you told Mid South. Now, he 
was not a client of yours, was he ? 

Mr. Cuampion. Our client, Mr. England, said “I wish you would 
call Mr. Dixon.” 

Senator Kerauver. Did you know Mr, Dixon? 

Mr. Cuamption. No, sir. 

Senator Kerauver. Why would you be interested in calling Mr. 
Dixon. 

Mr. Cuampton. If you are asked by one of your principal clients to 
just post a man—— 

Senator Kerauver. Did you not say “Well, why should I call Mr. 
Dixon! He is no client of mine, and why would he be interested %” 

Mr. Cuampion. That is all a matter of record, sir, as to how they got 
the knowledge. 

Senator Kerauver. I cannot understand why you would be calling 
Mr. Dixon. Mr. Dixon is no client of yours. 

Mr. Cuampion. That has been established, sir. 

Senator Kerauver. That he is not a client of yours? 

Mr. Cuampion. That is right. 

Senator Kerauver. Why, then you called up a lot of people who 
were not your clients? 

Mr. Cuamption. I called two people, Senator. 

Senator Kerauver. As a matter of fact, you were trying to get on 
the good side of Mr. Dixon, so that you might get some of this New 
Orleans electric service business; was that it ¢ 

Mr. Cuampton. I think so, definitely. 

Senator Kerauver. And you were willing to throw Mr. Von Tresc- 
kow to the wolves, and repudiate him to try to get another prospective 
client ¢ 

Mr. Cuampion. Senator, this was after we had informed Mr. Von 
Tresckow of our position, and had written a letter that has been 
discussed here. 

Senator Keravver. All right; now, who else did you talk with 
about it? Did you talk with Taiyuan Power Co. ? 

Mr. Cuampton. No, sir. 

Senator Keravver. Taiyuan, China. 

Mr. Cuampron. No, sir; I didn’t. 
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Senator Keravuver. You did not get in touch withthem. How about 
the Shell Chemical Corp.; did you talk to them about it? 

Mr. Cuamprion. No, sir. 

Senator Krrauver. How about the City of Pasadena; that is an 
electric-power company, is it not? 

Mr. Cuampion. That is a munic ipal utility. 

Senator Kreravuver. Did you get in touch with them about it? 

Mr. Cuampton. No, sir. 

Senator Kerauver. Why did you not get in touch with them? 

Mr. Cuamrton. They would know nothing about any proposal that 
we might be in on or not, in the middle of the « country. 

Senator Krerauver. Indianapolis did not know anything about it, 
either, did they? They were not concerned about it, so you called 
your private utility companies’ clients, but you did not call your 
public ones; is that the truth about it? That is the fact, you did not 
call this City of Pasadena? 

Mr. Cuampton. I did convey, in another conversation, and I didn’t 
think that that was of any interest, but it seems that it is—one of our 
clients, which is a public body, was in New York, and he was inter- 
ested in this thing, and that is the San Antonio Public Service Board, 
and we told them of our withdrawal in a conversation. 

Senator Kerauver. You just happened to run into them? 

Mr. Cuampron. They happened to be visiting our office. 

Senator Kerauver. But if they had not been there, you would not 
have called them up? 

Mr. Cuampion. No; but I would inform them on the next visit. 

Senator Kerauver. Did you ever inform Pasadena about it? 

Mr. Cuampron. Of course not, sir. We have not been working for 
Pasadena for some months, sir. 

Senator Kerauver. But they are one of your clients? 

Mr. Cuampton. They have been a client of ours. 

Senator Kerauver. And they still are, are they not? 

Mr. Cuampton. No, sir. 

Senator Kerauver. Do you not do work for them whenever they 
have work to do? Did you notify Du Pont about the withdrawal? 

Mr. Cuampton. I did not. 

Senator Krerauver. Did somebody on your behalf? 

Mr. Stoan. No. May I explain why we thought it advisable to 
let Indianapolis know, Senator ? 

Senator Keravver. It is all right with me. 

Mr. Stoan. As the record will show, the prime reason for our tell- 
ing Mr. Von Tresckow we were unable to participate was because of 
a conflict of interest which might arise, should we have been selected 
by New Orleans Public Service to do some work for them. 

In our negotiations with New Orleans Public Service, representa- 
tives of that company visited Indianapolis and saw our work there 
and met Mr. Hess. I am sure that Mr. Hess would have thought we 
were losing our minds if, with his full knowledge of the fact that we 
were actively working on trying to obtain this job from New Orleans 
Public Service, we had put ourselves in a position where there would 
be definitely a conflict of interest with them. 

Senator Krrauver. Now let me see if I understand that. You are 
sure that Mr. Hess would have thought you were losing your minds if, 
when you were trying to get a contract with New Orleans but did 
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not have it, if you showed any interest or allowed your name to be 
associated with’a much larger contract which might be in ¢ mp 
with the holding company of the New Or leans Public Service Co. 
is that what you mean ? 

Mr. Cuampton. That is correct, sir. His feeling would be that hav- 
ing actively prosecuted these negotiations with New Orleans Public 
Service, for us to turn around and put ourselves in a position where 
they would immediately say, “You can’t have only our best interests 
at heart” 

Senator Kerauver. Of course, you were under no obligation to New 
Orleans, were you, and there is no contract signed ? 

Mr. Cuampion. Only to this extent, Senator—— 

Senator Keravver. You are just soliciting their business? 

Mr. Cuampion. Only to this extent, Senator: That if you offer your 
professional services, and they see fit to take advantage of that offer, 
and accept your offer. 

Senator Keravuver. They had not accepted your offer ? 

Mr. Cuampion. Sir? 

Senator Krrauver. They had not accepted your offer? 

Mr. Cuampton. No, but we were hopeful that they would. And 
they certainly would not had we participated in Mr. Von Tresckow’s 
proposal. 

Senator Kerauver. So that you think when you are soliciting some- 
body, that then the doctrine of fiduciary capacity applies with the 
person that you are soliciting, even though they have not accepted ¢ 

Mr. Stoan. I think that you put yourself in a peculiar position, that 
you solicit. 

Senator Krrauver. How about Long Island Lighting Co.? Did 
you tell them about it? 

Mr. Cuampron. I did not, sir. 

Mr. Stoan. No, sir. 

The Cuatrman. I want to come back to Du Pont. The chairman 
is interested in that. Did they talk to Du Pont, and how did they get 
notice if they did? 

Mr. Stoan. I believe not, sir. 

Senator Krrauver. Are you sure you did not talk to anybody in 
Du Pont? 

Mr. Stoan. I wouldn’t say definitely, because I did visit Wilming- 
ton along about that time. Now I may or may not have, and there 
was no particular reason why I should tell Du Pont. We had not 
shown the New Orleans people any of the work that we had done 
for Du Pont. 

Senator Krravuver. I believe that is all of the questions I have to 
ask. 

Mr. Davis. Has Gibbs & Hill done any work for Du Pont, by the 
way, sir? 

Mr. Stoan. Yes, on a subcontract, they were prime contractor for 
Atomic Energy Commission on the Savannah River operations of the 
Atomic Energy Commission. 

Mr. Davis. When was that work done, sir ? 

Mr. Stoan. It is just about completed now, and we have been 
working on it for 2 years. 

Mr. Davis. And you are presently involved in the engineering of 
this project for Du "Pont ? 
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Mr. Sxioan. It is just about cleaned up. 

Mr. Davis. Now, Mr. Sloan and Mr. Champion, I asked you before, 
before Senator Kefauver began his questions, whether or not you had 
given me a complete list of all of the people with whom you had com- 
municated, and the contents of the May 6 letter. Have you now given 
us a complete list of all of the people, sir ? 

Mr. Stoan. So far as I know, I didn’t communicate the contents 
of the May 6 letter as such. 

Mr. Davis. The fact that you were withdrawing from any associa- 
tion with the Von Tresckow group ? : 

Mr. Sioan. Whether we told all of the people, or have we mentioned 
all of the names of the people that we told we had withdrawn? 

Mr. Davis. That is correct. 

Mr. Cuampron. I think so. 

Mr. Davis. There are no further? 

Mr. Cuampion. None that I can think of. 

Mr. Davis. Is that true? 

Mr. Cuampion. That is true, Mr. Davis. We didn’t initiate any 
other calls that I know of. 

Mr. Davis. Well, whether you initiated them or not—— 

Mr. Cuampion. Or received them. 

Mr. Davis. Or received any. 

Mr. Cuampton. That is true. 

Mr. Davis. Is that true of you, Mr. Saxe? 

Mr. Saxe. 

Senator Krravuver. Now, this letter seems to indicate that you were 
going to advertise in some of the magazines or papers that you were 
not taking anything that might be detrimental to the private owner- 
ship of private utilities. Did you advertise in any magazines? 

Mr. Stoan. Do you mean it in just that sense, advertising ? 

Senator Kreravver. Did you put a notice in, or whatever you do? 

Mr. Stoan. You have one article there, which was in the Memphis 
papers, and the Electrical World which had printed an article saying 
that we were the engineers for the group, and subsequently printed 
an article retracting that statement. 

Senator Keravuver. Did you call the Electrical World? 

Mr. Stoan. Mr. Champion did most of the talking, and I think that 
I talked to Fisher Black, the editor, once. 

Senator Krerauver. Have you a copy of what is in the Electrical 
World 

Mr. Cuamrion. We didn’t have a copy in our files, and we keep'a 
magazine file, and that is the reason I didn’t have the articles, either 
article. 

Senator Krerauver. What did it say, Mr. Champion ¢ 

Mr. Cuampion. The first article announced the proposal of an addi- 
tional group tothe Dixon- Yates group, and in this article it mentioned 
us as engineers for the Von Tresckow group. The second article re- 
traction announced that Gibbs & Hill was not a part of the Von Trese- 
kow group. They were a week apart. 

Senator Keravuver. Did you say in that you did not participate 
actively in any activities detrimental to the private sibile utility 
interests? Did you have the Electrical World print that ! 

Mr. Cuampton. I read that statement to the Electrical World, and 
I do not recall whether they printed it in part or in full. 
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Mr. Stoan. I don’t think that they printed it. 

Senator Krravuver. I will ask the witness to send us a copy of the 
Electrical World’s statement after your conversation with them, for 
the record. 

Mr. Cuampton. Would you like to have that for the record, both 
articles? Is that what you would like, sir ¢ 

Senator Kerauver. Yes. 

Mr. Cuampton. May 10 and May 17% 

The Cuamman. They will be made a part of the record when they 
come in. 

(The documents not received in time for printing. ) 

Senator Kerauver. That is all, Mr. Chairman. 

Mr. Davis. Just a few more questions. Mr. Sloan, with regard to 
the Du Pont Co., you say that you are presently engaged in completing 
a project for them, and can you briefly describe it for us @ 

Mr. Stoan. Well, it was the design of all of the utilities for the 
Savannah River operations of the Atomic Energy Commission. 

Mr. Davis. Is that a large job, sir? 

Mr. Stoan. Very large. 

Mr. Davis. In terms of money ¢ 

Mr. Sroan. A very large job. 

Mr. Davis. Have you done any past work for the Du Pont Co. ? 

Mr. Stoan. No; I think that is the one and only job we have done 
for them. 

Mr. Davis. Or any of its subsidiaries, sir ¢ 

Mr. Stoan. No. 

Mr. Davis. Who did you deal with in the Du Pont Co. 4 

Mr. Stoan. Mr. Fred Pardee, manager of design. 

Mr. Davis. Will you spell his name ¢ 

Mr. Stoan. P-a-r-d-e-e. 

Mr. Davis. How long have you been dealing with Mr. Pardee ¢ 

Mr. Sioan. Two and a half years. 

Mr. Davis. And this is the only project that you have engaged 
for Du Pont? 

Mr. Sroan. That is correct. 

Mr. Davis. And you are presently engaged in completing that, is 
that correct ? 

Mr. Stoan. That is correct. 

Mr. Davis. Do you have any recollection of discussing this project 
with the Du Pont people, and by this project I mean the one embody- 
ing the Von Tresckow proposal ? ? 

Mr. Stoan. I don’t recall discussing it with them at all. 

Mr. Davis. With any connected with Du Pont ¢ 

Mr. Stroan. I don’t recall discussing it with them at all. 

Mr. Davis. Did they discuss it with you? 

Mr. Stoan. No. 

The Cuamman. Would you ask the other three gentlemen that 
question ? 

Mr. Davis. Mr. Saxe and Mr. Champion, have either of you any 
information to give us with regard to the Du Pont Co. and with 
regard to the questions I have just asked about them ¢ 

Mr. Saxe. No. 

Mr. Davis. Have either of you ever talked to the officials, agents, or 
employees of Du Pont with regard to this project ¢ 
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Mr. Saxe. No. 

Mr. Cuamrron. I have not, sir. 

Mr. Davis. Have either of you been in communication with any 
agents, officials, or employees of the Du Pont Co. within the past few 
years ¢ 

Mr. Cuampton. I have not. 

Mr. Saxe. Yes; I have. 

Mr. Davis. You have, Mr. Saxe ? 

Mr. Saxe. Yes. 

Mr. Davis. Can you tell us with regard to what you have been in 
communication with them about? Was it this project, sir? 

Mr. Saxe. No. It was not that project. What project are you 
referring to? 

Mr. Davis. The Savannah project that Mr. Sloan just referred to. 

Mr. Saxe. Yes, sir. 

Mr. Davis. You have been in touch with them? 

Mr. Saxe. I have had extensive dealings with them on that project. 

Mr. Davis. Can you tell us the nature of your communications with 
them? Were you discussing engineering problems with them ? 

Mr. Saxe. Engineering entirely, sir. 

Mr. Davis. Did you discuss the whole public power issue as a policy 
issue with them at all? 

Mr. Saxe. No. 

Mr. Davis. Did you, Mr. Champion ? 

Mr. Cuampron. I had no connection with that at all. 

Mr. Davis. Have you discussed with any officials of Du Pont, on a 
policy level, the issue of power development ? 

Mr. Stoan. No. 

Mr. Davis. Public versus private power ? 

Mr. Stoan. No. 

Mr. Davis. You have had no discussions with them ? 

Mr. Stoan. No. 

Mr. Davis. I have no further questions. 

Senator Keravuver. I have no further questions. 

Mr. Davis. Gentlemen, I guess we can excuse you, and thank you 
for coming here. 

I would like to state for the record at this point that Messrs. Gibbs 
and Hill were very gracious about supplying me with the documents 
from their files in response to the subpena, and they were very gracious 
about coming down here on a comparatively short notice. I want to 
thank you gentlemen for coming. 

Mr. Stoan. Thank you very much, and might I say that I appreciate 
the courtesy that has been extended to us while we have been here, 
and also say that we appreciate the opportunity of coming down here 
and stating or trying to get the facts on the table as to just why we 
were motivated to do what we did. 

Mr. Davis. We tried to give you an opportunity to do that. 

Mr. Sioan. You certainly did. 

Senator Kerauver. You have a good lawyer, Mr. Sloan. 

Mr. McCuure. Mr. Davis, will the files of Gibbs & Hill be returned 
in due course ? 

Mr. Davis. Yes; I intend to communicate with you about that this 
afternoon, and the ones that we do not use will be returned to you 
today by mail, if that is agreeable with you. 
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Mr. McCuure. There is no hurry. 

Mr. Davis. The ones that have been made exhibits will be returned 
to you in due course. 

Mr. McCrure. Thank you very much. 

May I also say, Mr. Chairman and Senator Kefauver, that we ap- 
preciate being here, and the courtesy which you have extended. 

The CuarrMan. Thank you gentlemen very much. 

Mr. Davis. I have another witness, Mr. Chairman. 

I would like at this point to note for the record that Mr. Daniel 
James entered the room during the questioning of Mr. Sloan, and 
their associates. 

Mr. Chairman, I would like to propose that the committee go into 
executive session, without any outsiders present, for just a few mo- 
ments before we call the next witness. 

Will you gentlemen excuse us? 

(Whereupon, the committee went into executive session.) 

Mr. Davts. Will you note who is present? 

(The reporter noted that Senators Langer and Kefauver were pres- 
ent; and there were also present the following: Mr. Davis, Mr. Burch, 
Mr. Von Tresckow, Mr. James, and Mr. McClure.) 

The Cuatrman. Will you be sworn. Do you solemnly swear that 
the evidence you will give in this proceeding will be the truth, the 
whole truth, and nothing but the truth, so help you God 

Mr. Von Trescxow. I do. 


STATEMENT OF WALTER VON TRESCKOW 


Mr. Davis. I note the presence of Mr. McClure. 

Mr. McCrore. If the chairman will permit me to. If there is any 
question about it, I wili be glad to withdraw. I did not want to make 
any assumptions. 

Mr. Davis. There is no objection whatsoever, sir. 

Will you state your name and address for the record ? 

Mr. Von Tresckow. Walter Von Tresckow, 400 East 52d Street, 
New York City. 

Mr. Davis. What is your occupation, Mr. Von Tresckow ? 

Mr. Von Tresckow. Financial and economic consultant. 

Mr. Davis. Will you tell us briefly something of your business back- 
ground and professional background ? 

Mr. Von Tresckow. I have been a consultant for the last 20 years. 
During that period I have acted also as officer and director of the vari- 
ous financial companies like Niagara Shares Corp, as vice president 
and director ; president and treasurer of Young & Ottley; as a partner 
in an engineering company ; and also during the last 3 years and a half 
consultant for the ¢ ity of Burlington, Vt. 

Prior to that, I was an oflicer of the Central Hanover Bank and 
the Detroit Trust Co., which covers 30 years, from 1904 on to 1934. 

Mr. Davis. When did you leave the Central Hanover Bank ? 

Mr. Von Trescxow. 1934. 

Mr. Davis. What have you been doing since that time? 

Mr. Von Trescxow. I have been a consultant along financial and 
economic affairs, both domestic and international. 

Senator Krrauver. I believe also, Mr. Von Tresckow, you are a 
Republican; are you not? 
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Mr. Von Tresckow. Yes, sir: totally. 

Mr. Davis. Have vou ever engaged in the business of either finance 
Ing or construct ng ol putting t vether any electric powerplants / 

Mr. Von Tresckow. Yes. I was active in planning, financing, and 
the negotiations to make possible the Rerrnnaes for the ¢ ity of Bur 
lington, Vt. The problem there was that the city’s contracts which 
had existed for 30 years were expiring, and the city was asked to pay 





50 percent more tor power. The net result of the activities, my actly 
ities, was that the city will continue to enjoy the same price for powet 
for the next 30 years which they had during the past 30 years. 

Mr. Davis. Mr. Von Tresckow, you — — present during the 
earings yesterday and today, - ave you not, sir? 

Mr. Von Trescxow. Yes, s 

Mr. Davis. Mr. Burch testified with regard to what he called, I 
believe, a new plan for the financing of power projects, which you orig- 
inated. Can you briefly describe that plan to us¢ 

Mr. Von Tresckow. When examining the problem of the city of 
Burlington in developing the solution for low-cost power there for 
the future, it became obvious to me that no serious cuts in the cost 
of power could be made | Vy pr ivate pub lic utilities unless the Vy got away 
from an insistence on a 6-percent yield on invested capiti ul, and the 
resulting 10-percent profit there from. An examination of the power 
business showed that of all of the businesses in the country, it had the 
least risk because of its continuous growth. 

Secondly, that it had a fcuaranteed income. because on the average, 
the invested capital is guaranteed 6 percent, and that the common 
stock equity received about 10 percent from that. 

In our examination we thought that had grown to be too much, 
and we developed a formula which would satisfy private investors 
which required only 2.4 percent on invested capital, and provided for 
the repayment of all debt incurred in the construction of the gener- 
ating station, the net result of which is that power can be produced 
according to this formula anywhere in this country 25 percent cheaper 
than it is being produced now, or produced for now, that is, by private 
companies, 

Senator Krrauver. By private companies. 

Mr. Von Trescxow. Yes, by private companies. The formula will 
produce power in the TVA area at approximately the same cost as 
the TVA does. 

Mr. Davis. Do I understand, sir, that you consider yourself, in the 
operation of this plan, as competing with private utilities in the con- 
struction of electric generating plants? 

Mr. Von Trescxow. We believe that, yes, that we are competing 
with it, and we hope that they will cooperate with us in achieving 
lower power costs 
Mr. Davis. I understand. but what you have developed, Mr. Von 
lresckow, is it not i is a new plan or a new way of financing power 
developments, you believe, on a cheaper basis than private utilities 
ean furnish, and in competition with the private utilities? Is that 
correct ¢ 

Mr. Vow Trescxow. In the TVA area it would be in competition 
with the private utilities; yes. 

Mr. Davis. Do you compete with public utilities, publicly owned / 
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Mr. Von Trescxow. We don’t have much margin to compete there; 
however, we can equal what they do, and our philosophy is that any 
time private enterprise can’t do what the Government can do, 1s 
too bad for private enterprise, and it just ought to go home. 

Mr. Davis. When did you first approach the engineering firm of 
Gibbs & Hill with regard—strike that. 

With regard to this new plan of financing, sir, did you have in mind 
2 number of possible power projects to carry out your new plan of 
finane ing and construction ¢ 

Mr. Von Trescxow. Yes. Once the plan had been developed, and 
we were assured that we could produce results, it became obvious that 
with the present attitude of our Government, that there would be op- 
portunities in the TVA area for our plan, there would be in the South- 
west, and there would be in the Northwest. 

Mr. Davis. Why did it become obvious that there would be oppor- 
tunities for your plan in the TVA area and these other areas? 

Mr. Von Trescxow. Well, the private utilities did not believe in 
the TVA idea and low-cost power. ‘They were trying to fight it and 
have fought it. We believed that low-cost power would be maintained 
and would have to be continued because it is the main source for m 
creasing the number of jobs at higher wages that we have in this 
country. 

Therefore, any plan which would permit private enterprise to do 
what the TVA was doing in the way of costs would seem to us to be- 
come the acceptable way of doing the job. 

Mr. Davis. Mr. Von Tresckow, you were here yesterday and today, 
and heard the testimony of Mr. Sloan, the president of Gibbs & Hill; 
did you not ? 

Mr. Von TrescKxow. Yes, sir. 

Mr. Davis. Will you tell us in your own way, sir, as briefly as pos- 
sible, exactly what the history of your rel: ationship with Gibbs & 
Hill was with regard to the ‘proposed construction of an electric- 
generating plant in the Tennessee Valley ? 

Mr. Von Trescxow. My relations with Gibbs & Hill started about 
June of last year, and I would agree with Mr. Sloan in practically 
everything he said, up to May 28. 

Mr. Davis. Do you mean April 28? 

Mr. Von Trescxow. Yes; April 28. And there are just 3 issues 
involved here and 3 items: 

One is that Mr. Sloan, his firm was interested in the possibility of 
getting business from the New Orleans Public Service Co., and he 
did not wish to jeopardize that possibility. 

Two, that his name had been in a newspaper, and not by Mr. Burch, 
used as the heads of the syndicate to compete with Mid-South to 
which he objected. 

Mr. Davis. What newspaper was that? 

Mr. Von Trescxow. In newspaper accounts, they claimed that 
their name had been used as heads of the syndicate, which was not so, 
and they had been used merely as engineers, and that may have been 
a misstatement or transposition of things. 

And thirdly, on May 6 when Mr. Sloan and Mr. Saxe and Mr. 
Champion came to see me and said, “We are sorry, Walter, the pres- 
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sure on us, and from our own customers, is getting such that we cannot 
stay with you on this, and we have to withdraw.” 

Those are the only three arguments that are of interest, or where 
I differ with Mr. Sloan in his testimony. He was properly interested 
that whatever he did in the TVA area should not interfere or jeopard- 
ize the possibility of getting new business in New Orleans. We talked 
about that. 

Mr. Davis. May I interrupt you for just a moment? 

Vith regard specifically to the April 28 meeting, the conversation 
about which you heard Mr. Sloan testify yesterday, is there any 
question in your mind, sir, that at that point and immediately prior 
to it, Gibbs & Hill knew that you considered them your engineers? 

Mr. Von Tresckow. They always considered themselves our engi- 
neers. 

Mr. Davis. Did they know that you publicly represented them as 
your engineers, represented them to be your engineers ? 

Mr. Von Trescxow. They had all of the communications that 
referred to it, and there was no more question about that than there 
would be, as Mr. Burch stated, than to say he is my attorney, and Mr. 
Burch is my attorney. 

Mr. Davis. Had you been in frequent communication with them as 
engineers ? 

Mr. Von Trescxow. Yes, sir. 

Mr. Davis. Did you have many meetings with them about various 
projects, or conversations ? 

Mr. Von Trescxow. We have had meetings, and we have had a 
good many of them; and largely the conversations would be over 
the telephone with Mr. Saxe on technical matters. 

Mr. Davis. Did you have many conversations with Mr. Saxe about 
this project, the proposed TVA project ? 

Mr. Von Trescxow. I would think that there would be at least a 
dozen. 

Mr. Davis. We will go back now, sir, to what you were saying about 
the meeting of April 28. That is, the conversation of April 28. 

Mr. Von Trescxow. It seemed to me—and I don’t remember it the 
way Mr. Sloan does—that the question arose there of the wrong use 
of their name. It was in connection with the project, rather than 
anything else, which they had a right to complain about. And I told 
them it was not our fault, and they were named merely as engineers, 
which was their function, and which they were supposed to do. 

Mr. Davis. May I interrupt you for just a moment, sir? Did you 
call Mr. Sloan on April 28 and tell him that there was a possibility 
his name might appear in the papers, the name of the firm? 

Mr. Von Trescxow. That may be so, and I do not recall it specifi- 
cally, but it would be totally in keeping with what was happening at 
the time. 

Mr. Davis. Do you recall what he said to you in response to that? 

Mr. Von Trescxow. Well, there was no objection on his part. 

Mr. Davis. There was no objection on his part? 

Mr. Von Trescxow. There had never been any question there of 
real objections of any kind until May 6, when Mr. Sloan said he had 
to withdraw from any relations because of pressures on him, 
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Mr. Davis. Do I understand you, sir, to say that on April 28, Mr. 
Sloan did not indicate to you that Gibbs & Hill wanted to withdraw 
from your proposed TVA. project? 

Mr. Von Trescxow. No. 

Mr. Davis. Are you sure of that, sir? 

Mr. Von Trescxow. Yes. 

Mr. Davis. You have a clear recollection of that meeting with Mr. 
Sloan ? 

Mr. Von Trescxow. I don’t have a clear recollection of the meeting, 
but since engineers are the essence of what we do, if Mr. Sloan had 
told me at that time, it would have been disastrous, just as it was on 
May 6, that he had to withdraw. 

Mr. Davis. Then you would have remembered ¢ 

Mr. Von Trescxow. That would have been the most important 
thing that I could have remembered. 

Mr. Davis. And you say he did not intimate to you in any way 
that he was withdrawing from the proposed project ! 

Mr. Von Trescxow. No, sir. 

Mr. Davis. Will you go ahead, sir, and tell us what happened after 
that? 

Mr. Von Trescxow. Insofar as May 6 was concerned, they told me 
at the time that they regretted very much that this is what they had 
to do, and they had to withdraw, and they couldn’t stand the pressure 
which was being 

Senator Kerauver. Who was that? 

Mr. Von Trescxow. Mr. Sloan, Mr. Champion, and Mr. Saxe. 

Mr. Davis. Did they come to your house ? 

Mr. Von Trescxow. They did. 

Mr. Davis. Why did they come to your house, rather than having 
you come to their office ? 

Mr. Von Trescxow. I was ill at the time. 

Mr. Davis. And they called you—did they call you and ask whether 
they could come to your house ¢ 

Mr. Von Trescxow. Yes; they did. 

Mr. Davis. How long were they at your house? 

Mr. Von Trescxow. I would say somewhere between 2 and 2:30 to 
between 5 and 5:30, 

Mr. Davis. Will you tell us what happened while they were at your 
house ¢ 

Mr. Von ‘Trescxow. They made the statement as to what the pur- 
pose of their meeting was, and as I recall it, that they had had either 
a meeting of their board of directors or had a meeting, and they were 
Sorry, they had just gotten so serious they had to come and tell me. 

Mr. Davis. They said there had been a meeting of their board of 
directors ¢ 4 

Mr. Von Trescxow. Whether a meeting of their board, or a group, 
prior to this, informally or otherwise. But as I remember it, it was 
their board of directors. And they had come to the conclusion they 
had to withdraw, and they couldn’t stand the pressure which was 
being exerted on them. 

Mr. Davis. Did they say they couldn’t stand the pressure which was 
being exerted on them ? 

Mr. Von Tresckow. Yes, sir. 
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Mr. Davis. Did you ask them what pressure, or what they meant by 
that é 

Mr. Von Tresckow. Well, the pressure that was being exerted, 
obviously, was by the Dixon- Yates group on their present customers. 

Mr. Davis. Did they say so to you? 

Mr. Von Trescxow. Yes. they did. 

Mr. Davis. Will you tell us what they said? 

Mr. Von Trescxow. Well, in detail, it is very difficult. It is difficult 
to remember actually the words, because they didn’t say. However, 
the sense of the conversation certainly is this: The regretfulness, and 
they asked me whether I would biame them for it; and I said, “No, 
I don’t blame you at all, and I would do the same thing if I were in 


your position, because you cannot anes that kind of pressure.” 


Mr. Davis. - hat I am driving at, Mr. Von Tresckow, is this: I 
want to get clear whether you ld this, to wit, that pressure was 
being exerted on ‘a m, or whether they explicitly made it clear to you? 

Mr. Von Trescxow. They specifically told me that. 

Mr. Davis. Who told you that? 

Mr. Von Trescxow. Mr. Sloan. 

Mr. Davis. Did Mr. Saxe or Mr. Champion say anything to you 
about it ? 

Mr. Von Trescxow. I would say that the conversation was largely 
with Mr. Sloan, as the head of the firm, and they were there. 

Mr. Davis. Did Mr. Sloan tell you who was exerting pressure on 
them ¢ 

Mr. Von Trescxow. Yes; that Mr. Dixon was exerting pressure 
through Mr. England. And Mr. England, in Atlantic City, was one 
of their very good customers, and the implications were that it had 
been done also to other customers of theirs, as well as suppliers. 

Mr. Davis. Did they say anything to you about pressure from 
electrical equipme nt manufacturers, or boiler manufacturers? 

Mr. Von Trescxow. Generally, yes, without mentioning specific 
hames, 

Mr. Davis. He did say to you that some electrical equipment manu- 
facturers or boiler manufacturers were exerting pressure on him to 
disassociate himself from your proposed project ¢ 

Mr. Von Trescxow. Yes. 

Mr. Davis. What did you say to him in response to this? 

Mr. Von Trescxow. There was nothing to say, because he said, 
“We,” and “We want to write a letter to you disassociating ourselves 
from this whole business.” 

Mr. Davis. Did he at any point say to you that he regarded your 
proposal as a pipedream ? 

Mr. Von Tresckow. Never. 

Mr. Davis. Was it a pipedream, sir, or was it a practical business 
proposal ? 

Mr. Von Trescxow. Well, the group which is made up of our syn- 
dicate I believe are the most experienced men in the country; every 
one of them specialists, and as a group, probably they could hardly 
be duplicated, who are thoroughly familiar with utility finance and 
security markets, and the insurance companies and their require- 
ments, and the utility business. So that what really was involved here 
was a major new step ferward in the power business, which probably 
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would result in $2 to $3 billion worth of business. So I doubt whether 
you could call it a pipedream. 

Mr. Davis. With regard to the letter of May 6, sir, did you have 
any hand in the authorship of that? 

Mr. Von Trescxow. I tried to help them write the letter, and it 
was a very difficult thing for them to write a letter, which really wasn’t 
for my consumption at all, because they had told me what the facts 
were, and what they had to do was to write a letter which they could 
show publicly. 

Mr. Davis. You say the letter was not intended for your con- 
sumption ¢ 

Mr. Von Trescxow. They had told me what the answers were and 
why they couldn’t continue. The letter was merely to put a proper 
cover on the whole situation so that they could show that to their 
customers, or those who had used pressure on them. 

Mr. Davis. Didn’t the letter refer to parts of it being confidential ? 

Mr. Von Tresckow. It did. 

Mr. Davis. Well, did they mean that ? 

Mr. Von Trescxow. The confidential part—as I understood our 
agreement at the time it was that when they left I was to see to it that 
this letter was publicized except for the names in it, immediately, and 
about a half hour after the gentlemen left I had a call from Mr. 
Champion saying that he already had been called by the Memphis 
papers, and he wanted me to know about it. 

Mr. Davis. And they wanted you to publicize the letter? 

Mr. Von Tresckow. That was the idea. 

Mr. Davis. Did you publicize the letter ? 

Mr. Von Trescxow. I immediately got in touch with Mr. Burch, 
and told him about the letter, or I don’t recall whether I did person- 
ally or I had my wife do se, to give him or read him the copy of the 
letter, and I believe by the time he got the copy of the letter telephoned 
to him, or he knew the contents, on the streets in Memphis there was 
already the papers saying that Gibbs & Hill had nothing to do with 
our proposal. 

Mr. Davis. So you did not publicize the letter any further; is that 
correct ? 

Mr. Von Trescxow. We had no occasion to have that. 

Mr. Davis. You were ill at this time, sir? 

Mr. Von Trescxow. Yes, sir. 

Mr. Davis. Can you tell us something about the difficulties in for- 
mulating a proper wording of that letter. What were they trying to 
say, sir? 

Mr. Von Tresckow. Well, they were trying to write a letter which 
would put them in the proper light with people who certainly could 
threaten them with a loss of their business. 

Mr. Davis. Did they say anything to you that would clearly indi- 
cate that to be the meaning of the letter ? 

Mr. Von Trescxow. I was trying to clarify it for them, what they 
wanted to say. And several times I asked them after they gave me 
the letter, “Do you really want to say this?” and they said “Yes; 
we do.” 

Mr. Davis. You were present as these gentlemen discussed the 
proper wording to use in this letter ? 
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Mr. Von Trescxow. That is right, and there were at least 3 or 4 
drafts of the letter, or v: —— parts of it. 

Mr. Davis. Mr. Sloan has testified here, and I believe you heard him 
vesterday, that the real webbie of part of that letter, at least, was 
to say to vou in writing that Gibbs & Hill could not afford to have 
their name linked with any project involving Middle South Utilities 
because they felt that thev had some ethical obligation to the New 
Orleans company from which they had solicited business. Is that 
what they intended to say in that letter? 

Mr. Von Trescxow. Well, I don’t think that that had anything 
to do wi th it at all. 

Mr. Davis. Well, vou participated in the wording of the letter, did 
you not! 

Mr. Von Trescxow. I tried to help people who were under great 
distress to say something that would help them in their own mind do 
what they wanted to do. 

Mr. Davis. Did anyone in that room, as they were discussing how 
to word this letter, say expressly that, in whatever words were used, 
to wit, that Gibbs & Hill could not afford to have its name linked with 
you any further because they were fearful of, or because they were 
ethically bound to the New Orleans company, having solicited its 
business. 

Mr. Von Tresckow. No. 

Mr. Davis. Did anyone in that room say anything which would 
clearly indicate to you that Gibbs & Hill were afraid of losing the New 
Orleans business, possible New Orleans business? 

Mr. Von Trescxow. Well, that implication had been raised T would 
say a week before, to make sure that they did not lose at least an oppor- 
tunity to get the construction, the engineering and construction of the 
new generating station for New Orleans Public Service. That is un- 
derstandable, that they shouldn’t be jeopardized in anything that we 
did, and we should not jeopardize that possibility. 

Mr. Davis. I would now like to ask you to tell us in your own words, 
as definitely as you can, exactly what it was that they meant to say 
in that letter, as you participated with them in the construction of 
this language. 

Mr. Von Tresckow. Well, the letter speaks for itself, what they 
wanted to say. 

Mr. Davis. You mean that they meant what thev said ? 

Mr. Von Trescxow. That is what they wanted to say at the time, 
because they thought it would cover the purposes that they had to 
serve. 

Mr. Davis. What did they want to say at that time? 

Mr. Von Trescxow. Well, the purpose they had to serve was this: 
They had to absolutely assure apparently their own clients that they 
were not going to participate in » competitive proposal that would 
be against Mid South. 

Mr. Davis. Assure their own clients? 

Mr. Von Tresckow. That would be it. 

Mr. Davis. And who do you mean by their own clients? 

Mr. Von Trescxow. The names that have been mentioned, I didn’t 
know them all. 


Mr. Davis. You mean all of the various private utility people for 
whom they have worked ? 
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Mr. Von Tresckow. Insofar as they had their business, that was 
important to them at the time, and they had to assure them that they 
were not involved in any competitive proposal with us as against 
Mid South. 

Mr. Davis. Why did they have to assure their clients that they 
were not getting involved in any competitive proposal with Mid 
South ¢ 

Mr. Von Trescxow. The statement made that the pressure had 
been used, that they must disassociate themselves or otherwise they 
might lose their business. 

Mr. Davis. Statement made by whom? 

Mr. Von Tresckow. By Mr. Sloan. 

Mr. Davis. By the business you mean the New Orleans business? 

Mr. Von Trescxow. What business they had from private utilities. 

Mr. Davis. You mean the general utility business? 

Mr. Von Trescxow. Yes, sir. 

Mr. Davis. Do I understand you to say, sir, that Mr. Sloan said 
something to you that indicated that he was fearful of losing private 
utility business in general, throughout the whole industry, if he 
engaged in competition with the New Orleans company ? 

Mr. Von Tresckow. With Mid South, not New Orleans. 

Mr. Davis. With Mid South, sir? 

Mr. Von Tresckow. Yes. 

Mr. Davis. Did he discuss with you the New Orleans company at 
that meeting? 

Mr. Von Trescxow. Well, there was very little discussed about 
New Orleans at that time, because it was a minor issue, and it was 
not new business that they were after, it was the preservation of their 
existing business. 

Mr. Davis. Is it your testimony, sir, then, that what Sloan was 
concerned about on behalf of Gibbs & Hill was the preservation of his 
existing utility business ? 

Mr. Von Trescxow. Yes, sir. 

Mr. Davis. Mr. Von Tresckow, it is clear to you that Mr. Sloan on 
behalf of Gibbs & Hill represented to you that he was being pressured 
to back out of his engineering associ: ition with you on the Tennessee 
Valley proposed project because he feared he might lose utility 
business ? 

Mr. Von Tresckow. Yes. 

Mr. Davis. Did he indicate to you specifically, and I ask you again, 
sir, who it was who pressured him, and how and when. 

Mr. Von Trescxow. The only specific name that came out was 
Mr. Dixon through Mr. England. Generally speaking, it involved 
their whole business insofar as their important customers were con- 
cerned and these men were in great distress that day and they were 
wondering what was going to happen to their business. 

Mr. Davis. Did he tell you that Mr. Dixon had ever called him? 

Mr. Von Tresckow. No. 

Mr. Davis. He did not represent to you that he had received any 
direct communication from Mr. Dixon? 

Mr. Von Trescxow. No, that the pressure originated there by all 
means, yes. 


Mr. Davis. How about Mr. Yates? 
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Mr. Von ‘Trescxow. Mr. Yates was not mentioned in that way at all. 

Mr. Davis. Did he say to you, or imply to you in any way that other 
utility representatives were involved in the pressure on him ¢ 

Mr. Von Trescxow. Well, apparently the pressure came, as he 
described it. from his customers. 

Mr. Davis. From his customers ¢ 

Mr. Von Trescxow. That is right. 

Mr. Davis. In the plural 4 

Mr. Von Trescxow. From his customers; yes. 

Mr. Davis. Mr. Von Tresckow, how long did you say you have been 
in business 4 y 

Mr. Von Trescxow. Thirty years. 

Mr. Davis. Thirty years? 

Mr. Von Trescxow. Well, 40 years. 

Mr. Davis. Is there any doubt in your mind, sir, in view of what 
was said to you and in view of your direct relationships with Mr. 
Sloan of Gibbs & Hill, as to whether or not Gibbs & Hill were pres- 
sured, or subjected to economic pressure in order to withdraw from 
their association with you? 

Mr. Von Trescxow. There is no doubt in my mind whatsoever that 
that is what happened. 

Mr. Davis. Is this an implication on your part, or is it the result of 
direct knowledge ¢ 

Mr. Von Trescxow. It is the result of what they told me, and their 
actions. 

Mr. Davis. I have no further questions. 

Senator Kerauver. I would like to ask Mr. Von Tresckow 2 or 3 
questions. 

After the withdrawal of Gibbs & Hill—strike that. 

First, Mr. Von Tresckow, was there any doubt in your mind but 
that you had an agreement with them that they would be the engineers 
for this operation, and this syndicate 4 

Mr. Von Trescxow. There was no doubt in my mind that they were 
the engineers for all of our project except if they would turn them 
down, and there was no indication that they were going to turn this 
one down. 

Senator Kerauver. Had you talked about that, that they were 
going to participate with the syndicate on the capital-gains basis ? 

Mr. Von Trescxow. That had not been determined, Se nator, they 
were to get the engineering business but the other had not been 
determined. 

Senator Kerauver. What is the usual fee for engineers? 

Mr. Von Trescxow. The engineering and construction fee in this 
case would be cost plus 314 percent, which in this case would have 
been $314 million. 

Senator Krrauver. Was that discussed ? 

Mr. Von Trescxow. That is normal in all of these things. 

Senator Krerauver. Mr. Von Tresckow, now Mr. Sloan says he 
didn’t withdraw, and he says he never was in, do you agree with that? 

Mr. Von Tresckow. No. 

Senator Kerauver. You feel he was in, and he did withdraw? 

Mr. Von Tresckow. Yes, sir. 
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Senator Kerauver. That did leave you in considerable lurch then, 
ina very bad leashes with a conference coming up with the Atomic 
Energy Commission, and the engineers were out / 

Mr. Von Tresckow. I[t sure did. 

Senator Kerauver. And what did you do then? 

Mr. Von 'Trescxow. Well, it was disaster, almost, because the 
Atomic Energy Commission insisted on engineers, whereas in Our 
proposal we tried to point out to them that cooperation between Gov- 
ernment agencies was so necessary a factor here, and financial factors 
were involved, that engineering was a secondary matter for the time 
being, unless they agreed to those things. However, that pressure for 
engineers was there, and we finally did manage to get engineers, whom 
we told the whole story to, who were willing to stand up and be 
counted when the time came, regardless of any pressure that might be 
used on them, and that was Burns & McDonald, of Kansas City. 

Senator Kerauver. And the Long Construction Co. ? 

Mr. Von Tresckow. Yes, sir. 

Senator Kerauver. And they are now with you in your syndicate, or 
group, on a firm basis. 

Mr. Von Trescxow. They are. 

Senator Keravuver. So as far as this contract is concerned, if you 
got the contract you are ina = to proceed immediately ¢ 

Mr. Von Tresckow. Yes, sir; we are. 

Senator Krerauver. Now, you have studied both with Gibbs & Hill, 
and on your own, the difference in the cost to the Government bet ween 
what Dixon-Yates and your group can do this job for. What is that 
difference, Mr. Von Tesckow ¢ 

Mr. Von Trescxow. Well, I have got to go a little bit on hearsay, 
because there is no public records that have been available to us, as to 
what the Dixon- Yates proposal really is. We do know this, that their 
first proposal was that they would construct the plant at $200 per 
kilowatt. ‘The second proposal i is $175 per kilows att. as a target price, 
in that the Government would however have to partic -_ in half the 
cost increase above that, up to $190. However, that below $175, any 
savings would be shared in the construction costs, between the Govern- 
ment and the Dixon-Yates people. 

Since there is only one record in existence of sizes of plant of this 
kind costing more than $150 per kilowatt, and that is in the Joppa 
situation with the EEI, where the costs were estimated at first at $126, 
and now are $197. 

Senator Kerauver. That is the one built by the four private com- 
panies at Paducah Atomic Energy works on the Illinois side, is that 
right ? 

Mr. Von Trescxow. That is right. 

Outside of that one disastrous exper lence, $150 is a good price, and 
has been less than that, between $133 and $150, and all of these big 
plants have been constructed. Mid South now wants $175 from the 
Government as a target price. We would expect to build that plant 
at between $150 and $166 per kilowatt and probably nearer the $150, 
The only reason we mention $166 is because we are not familiar with 
foundation conditions at Fulton, Tenn., which is the TVA’s, which 
would make the difference. That is the great difference in founda 
tion costs in case they are not good. I have examined the plant site 
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myse lf, and it looks as though the by have good foundations there, and 
it is a good place to put a plant, but borings and information is 
necessary. 

Furthermore, there is the testimony before the Joint Atomic Energy 
Committee that the Mid South proposal according to the Atomic 
Energy Commission itself would cost $3.6 million more per year, the 
power would cost $3.6 million more per year minimum. 

The TVA people analyzing the same figures came up with the idea 
that it would cost $5.6 million more per year. 

Now, then, for a 25-year period there is a difference between 90 and 
140 million, between our proposal and that of Mid South, because we 
can produce power at approximately the same cost as the TVA does. 
Our proposal to the AEC gave the estimate and the figures, we can 
produce at 2.85 mills per kilowatt-hour and will deliver to you at 
that price. 

Senator Kerauver. In one case I believe it is $92 million. If you 
take the AEC figures, and if you take the TVA, it is about $137 mil- 
lion; is that not correct ¢ 

Mr. Von Trescxow. That is right. 

Senator Kerauver. How about the ownership of the plant after its 
contract period is over? 

Mr. Von Trescxow. That involves only 25 years, Senator. The 
TVA says that it amortizes, or it depreciates its plant over a 40-year 
period. The Federal Power Commission is satisfied very well with 
the TVA bookkeeping, and therefore what is really involved here is a 
40-year life. That is of any of these plants. On the basis of the 40- 
year life, the differences are a great deal more in cost. Our idea is 
this: That in the 3.65 mills per killowatt-hour which we would charge 
for power, included in that is the cost of amortizing the debt and the 
cost of the plant. After the debt has been paid off by the user of 
power we believe that it should be turned over and we have agreed to, 
to the TVA in this case, the user of the power. 

The CHamman. We will recess for 15 or 20 minutes while I have 
to vote. 

Senator Kerauver. You were talking about the difference in cost 
and let us make it as brief as possible. I think that you had just about 
finished that aspect; had you? 

Mr. Von Trescxow. I believe so, Senator. 

Senator Kerauver. And then another difference is that at the end 
of the period, under the Dixon-Yates proposal, it would be the prop- 
erty of Dixon-Yates group and under your proposal it would be the 
property of the Government. 

Mr. Von Trescxow. Yes; of the Government. That is right, be- 
cause the Government paid for it. 

Senator Kerauver. And that would not affect the integrity, that 
is the TVA then would still be its own supplier of electricity, whereas 
in the case of Dixon-Yates group, they would have to buy from the 
utility on prices agreed upon. 

Mr. Von Tresckow. That is right, sir. 

Senator Krerauver. Another matter, do you feel like you really got 
consideration from the Atomic Energy Commission for your pro- 
posal ? 

Mr. Von Tresckxow. We don’t think so. 
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Senator Kerauver. Did they find anything wrong with it, and did 
they express any real serious ‘objections that couldn’t have been—— 

Mr. Von Tresckow. We don’t know what their criticism of it is 
yet, because we have never heard from them, either directly or in- 
directly, and the only information we have had about our proposal 
is from the leader of the Bureau of the Budget. 

Senator Keravver. Then to sum up, you are seeking to get a con- 
tract and present your bid on a basis that nobody has shown you would 
not save money; the Atomic Energy Commission is see ‘king to bid 
with the other fellow, and the »y haven't set you down so that the sy could 
consider your bid competitively ; is that the situation ? 

Mr. Von Tresckow. That is right. 

Senator Krerauver. I believe that is all. 

The CuarrMan. We will recess at this time. 

(Whereupon, at 1:15 p.m., the hearing was recessed subject to call.) 


x 





